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LOK SABHA 


The following BUI was introduced in Lok Sabha on the 25th 
May, 1967: — 

*Bill No. 61 OF 1967 

A Bill to give effect to the financial proposals of the Central Got> 
emment for the financial year 1967-88. 

Be it enacted by Parliament in the Eighteenth Year of the 
Republic of India as follows: — 

CHAPTER I 

Preliminary 

1. (1) This Act may be called the Finance (No. 2) Act, 1967. 

(2) Save as otherwise provided in this Act, sections 2 to 36 and 
44 to 46 shall be deemed to have come into force on the Ist day of 
April. 1967. 


•The President has, in pursuance of Clauses (1) and (3) of article 117 
and clause (1) of article 274 of the Constitution of India, recommended to 
Lok Sabha, the introduction and consideration of the Bill. 
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CHAPTER n 

Income-tax and ANNtnrY deposits for the financiai. year 1967-68 

0. (I) Subject to the provisions of sub-sections (2), (3) and (4), 
for the assessment year commencing on the 1st day of April, 1967, 
income-tax shall be charged at the rates specified in Part I of the 
First Schedule and, in the cases to which Paragraphs A, B, C and D 
of that Part apply, shall be increased by a surcharge for purposes 
of the Union and a special surcharge for purposes of the Union cal¬ 
culated in either case in the manner provided therein. 

(2) In making any assessment for the assessment year commenc¬ 
ing on the Ist day of April, 1967, where the total income of a com¬ 
pany, other than the Life Insurance Corporation of India established 

under the Life Insurance Corporation Act, 1956, includes any profits 31of ]95«. 
and gains from life insurance business, the income-tax payable by 
it shall be the aggregate of the income-tax calculated— 

(i) on the amount of profits and gains from life insurance 
business bo included, at the rate applicable in the case of the 
Life Insurance Corporation of India, in accordance with Para¬ 
graph E of Part I of the First Schedule, to that part of its total 
income which consists of profits and gains from life insurance 
business; and 

(ii) on the remaining part of its total income, at the rate 
applicable to the company on its total income, 

(3) In cases to which Chapter XII of the Income-tax Act, 1961 43 oi 1961 . 

(hereinafter referred to as the Income-tax Act) applies, the tax 
chargeable shall be determined as provided In that Chapter, and 

with reference to the rates imposed by sub-section (1) or the rates 
as specified in that Chapter, as the case may be. 

(4) (a) In respect of any assessment for the assessment year 
commencing on the 1st day of April, 1967, in the case of an assessee 
being a domestic company or an assessee other than a company,— 

(i) where his total income includes any profits and gains 
derived from the export (made before the sixth day of June, 

1966) of any goods or merchandise out of India, he shall be 
entitled to a deduction, from the amount of income-tax with 
which he is chargeable, of an amount equal to the income-tax 
calculated at one-tenth of the average rate of income-tax on the 
amount of such profits and gains included in his total income, 

(ii) where he Is engaged in the manufacture of any articles 

in an industry specified in the First Schedule to the Industries 
(Development and Regulation) Act. 1951, and has, during the gj 105 j 
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previous year, exported before the sixth day of June, 1966 such 
articles out of India, he shall be entitled, in addition to the 
deduction of income-tax referred to in sub-clause (i), to a further 
deduction, from the amount of income-tax with which he is 
chargeable for the assessment year, of an amoimt equal to the 
income-tax calculated at the average rate of income-tax on an 
amount equal to two per cent, of the sale proceeds receivable by 
him in respect of such export made before the date aforesaid. 

Explanation.—In this sub-clause, the expression “sale 
proceeds” does not include freight or insurance attributable to 
the transport of the articles beyond the customs station as defined 
52 of i»ea. in the Customs Act, 1962; 

(Hi) where he is engaged in the manufacture of any articles 
in an industry specified in the said First Schedule and has, 
during the previous year, sold before the sixth day of June, 1966 
such articles to any other person in India who himself has 
exported them out of India, and evidence is produced before 
the Income-tax Officer of such articles having been so exported, 
the assessee shall be entitled to a deduction, from the amount 
of income-tax with which he is chargeable for the assessment 
year, of an amount equal to the income-tax calculated at the 
average rate of income-tax on a sum equal to two per cent, of 
the sale proceeds receivable by him from the exporter in respect 
of such articles sold to the exporter before the date aforesaid. 

(b) The aggregate amount of the deductions under this sub¬ 
section shall in no case exceed the amount of income-tax otherwise 
payable by the assessee. 

(c) Nothing contained in sub-clause (ii) or sub-clause (wi) of 
clause (a) shall apply in relation to— 

(1) fueis, 

(2) fertilisers, 

(3) photographic raw film and paper, 

(4) textiles (including those dyed, printed or otherwise 
processed) made wholly or in part of jute, including jute twine 
and rope, 

(5) newsprint, 

(6) pulp—wood pulp, mechanical, chemical, including 
dissolving pulp, 

(7) sugar, 

(8) vegetable oils and vanaspathi, 

(9) cement and gypsum products. 
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(10) arms and ammunition, and 

(11) cigarettes, 

respectively, specified in items 2, 18, 20, 23(2), 24(2), 24(5), 25, 

28, 35, 37 and 38 of the First Schedule to the Industries (Development 

and Regulation) Act, 1951. 85 of msi. 

(d) The amount of any profits and gains derived from the export 
of any goods or merchandise out of India in respect of which deduc¬ 
tion of income-tax is admissible under sub-clause (i) of clause (a) 
shall be computed in accordance with the rules made by the Board 
in this behalf. 

(5) In cases in which tax h£is to be deducted under sections 193, 

194, 194A and 195 of the Income-tax Act at the rates in force, the 
deduction shall be made at the rates specified in Part II of the First 
Schedule. 

(6) In cases in which income-tax has to be calculated vmder the 
first proviso to sub-section (5) of section 132 of the Income-tax Act 
or charged under subsection (4) of section 172 or subsection (2) of 
section 174 or section 175 or subsection (2) of section 176 or deducted 
under section 192 of the said Act from income chargeable under the 
head “Salaries” or in which the “advance tax” payable under Chapter 
XVU-C of the said Act has to be computed, at the rate or rates In 
force, such income-tax or, as the case may be, “advance tax” shall 
be so calculated, charged, deducted or computed at the rate or rates 
specified in Part III of the First Schedule. 

(7) For the purposes of this section and the First Schedule,-— 

(a) “company in which the public are substantially 
interested” means a company which is such a company as is 
referred to in section 108 of the Income-tax Act; 

(b) “domestic company” means an Indian company, or any 
other company which, in respect of its income liable to income- 
tax under the Income-tax Act for the assessment year commenc¬ 
ing on the 1st day of April, 1967, has made the prescribed 
arrangements for the declaration and payment within India of 
the dividends (Including dividends on preference shares) payable 
out of such Income in accordance with the provisions of section 
194 of that Act; 

(c) “earned Income” means any income of an assessee who 
is an individual, or a Hindu undivided family, or an unregistered 
firm [not being an unregistered firm assessed under clause (b) 
of section 183 of the Income-tax Act] or an association of persons 
or body of individuals, whether incorporated or not, not being— 

(A) a company, or 
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(B) a local authority, or 

(C) a legistered firm, or 

(D) an unregistered firm assessed under clause (b) of the 
said section 183— 

(i) which is chargeable under the head “Salaties’'; 
or 


(ii) which is chargeable under the head “Proflts and 
gains of business or profession” where the business or 
profession is carried on by the assessee or, in the case 
of a firm, where the assessee is a partner actively engaged 
in the conduct of the business or profession; or 

(Hi) which is chargeable under the head “Income 
from other sources” if it is immediately derived from 
personal exertion or represents a pension or superannua¬ 
tion or other allowance given to the assessee in respect 
of the past services of any deceased person, or which Is 
chargeable under that head under clause (ia) of sub¬ 
section (2) of section 56 of the Income-tax Act, and 

includes any such income which, though it is the income of 
another person, is included in the assessee’s total income under 
the provisions of the Income-tax Act, but does not include any 
such income on which income-tax is not payable under clause 

(iii) or clause (v) of section 86 of that Act or which is exempted 
from tax under a notification issued under section 60 or section 
11 of 1 IJ 22 . 60A of the Indian Income-tax Act, 1922, as continued in force 

by clause (1) of .sub-section (2) of section 297 of the Income-tax 
Act; 

(d) “industrial company” means a company which is mainly 
engaged in the business of generation or distribution of electri¬ 
city or any other form of power or in the construction of ships 
or in the manufacture or processing of goods or in mining. 

Explanation .—For the purposes of this clause, a company 
shall be deemed to be mainly engaged in the business of gene¬ 
ration or distribution of electricity or any other form of power 
or in the construction of ships or in the manufacture or proces¬ 
sing of goods or in mining, if the income attributable to any one 
or more of the aforesaid activities included in its total income 
of the previous year (as computed before making any deduction 
under Chapter VIA of the Income-tax Act) is not less than fifty- 
one per cent of such total income; 

(e) “tax free security” means any security of the Central 
Government issued or declared to be income-tax free, or any 
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security of a State Government issued income-tax free, the 
income-tax whereon is payable by the State Government; 

(f) “unearned income” means income which is not “earned 
income”; 

(g) all other words and expressions used in this section and 
the First Schedule but not defined in this sub-section and defined 
in the Income-tax Act, shall have the meanings respectively 
assigned to them in that Act. 

3. (1) Save as otherwise provided in Chapter XXIIA of the 
Income-tax Act, annuity deposit for the assessment year commencing 
on the 1st day of April, 1967 and annuity deposit to be made during 
the financial year commencing on the 1st day of April, 1967, shall 
be made by every person to whom the provisions of that Chapter 
apply, at the rate or rates specified in the Second Schedule. 

(2) For the purposes of this section and the Second Schedule, the 
expressions “adjusted total income”, “annuity deposit” and “deposi¬ 
tor” have the meanings respectively assigned to them under clauses 
(I), (5) and (C) of section 280B of the Income-tax Act, 

CHAPTER III 

Amendments nr the Income-tax Act 

4, In section 2 of the Income-tax Act,— 

(a) after clause (I), the following clause shall be inserted, 
namely;— 

‘(lA) “amalgamation”, m relation to companies, means 
the merger of one or more companies with another company 
or the merger of two or more companies to form one company 
fthe company or companies which so merge being referred 
to as the amalgamating company or companies and the com¬ 
pany with which they merge or which is formed as a result 
of the merger, as the amalgamated company) in such a 
manner that— 

(i) all the property of the amalgamating company 
or companies immediately before the amalgamation 
becomes the property of the amalgamated company by 
virtue of the amalgamation; 

(ii) all the liabilities of the amalgamating company 
or companies immediately before the amalgamation 
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become the liabilities of the amalgamated company by 
virtue of the amalgamation; 

(Hi) shareholders holding not less than nine-tenth' 
m value of the ^'horrs In ti^o amalgamating company cr 
companies (other than ^^hares alreadv held therein im¬ 
mediately before the amalgamation by, or by a nominee 
for, the amalgams led company or its subsidianO 
become shareholders of the amalgamated company by 
virtue of the amalgamation, 

otherwise than as a result of the acquisition of the property 
of one comnany by another company pursuant to the pur¬ 
chase of such property by the other company or as a result 
of the distribution of such property to the other company 
after the ydnding up of the first mentioned company;’; 

(b) after clause (37), the following clause shall be inserted, 
namely;— 

‘(37A) “rate or rates in force” or "rates in force”, in rela¬ 
tion to an assessment vear or financial vear, mean— 

(i) for the nurpo'f'S of calculating income-tax under 
the first proviso to sub-section (5) of section 132, or com¬ 
puting the income-tax chargeable under sub-section (4) 
of section 172 or sub-section (2) of section 174 or section 
175 or sub-section (2) of section 176 or deducting income- 
tax under section 192 from Income chargeable under the 
head “Salaries” or computation of the “advance tax” 
payable under Chapter XVIT-C, the rate or rates of 
income-tax specifi^'d in this behalf in the Finance Act of 
the relevant year; 

(ii) for the purposes of deduction of tax under so'-- 
tlons 193, 194, 194A and 195, the rate or rates of income- 
tax specified in this behalf in the Finance Act of the 
relevant year; ’ ; 

(c) In clause (42A) in clause (i) of the Explanation, — 

(i) in sub-clause fb), for the words, brackets and figures 
“clauses (i) to (in)”, the words, brackets and figure “sub¬ 
section (I)” shall be substituted: 

(ii) after sub-clause (b), the following sub-clause shall 
be inserted, namely:— 

“(c) in the case of a capital asset being a share or 
shares in an Indian company, which becomes the pro- 
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perty of the assessee 'n consideration of a transfer re¬ 
ferred to in clause (vii) of section 47, there shall be in¬ 
cluded the period for which the share or shares in the 
amalgamating company were held by the assessee;”, 

5. In section 10 of the Income-tax Act, in clause (27), the words, 
figures and letters ‘‘which is assessable for the assessment year com¬ 
mencing on the 1st day of April, 1965, 1966 or 1967” shall be omitted. 

6. In section 23 of the Income-tax Act, in the proviso to sub-sec¬ 
tion (2), for the words ‘‘total income of the owner,", the following 
shall be substituted, namely;— 

“total income of the owner (the total income for this purpose 
being computed without including therein any income from such 
property and before making any deduction under Chapter VIA 
or section 2800)”. 

7. In section 29 of the Income-tax Act, for the words and figures 
“sections 30 to 43”, the words, figures and letter “sections 30 to 43A" 
shall be substituted. 

8 . In section 32 of the Income-tax Act, in clause (2) of the Expla- 
n&rion to clause (iii) of sub-section (I), after the words “for the time 
being in force”, the following words shall be added, namely;— 

“but does not include a transfer, in a scheme of amalgamation, of 
any asset by the amalgamating company to the amalgamated 
company where the amalgamated company is an Indian com¬ 
pany”. 

9. In section 33 of the Income-tax Act, for sub-section (3), the fol¬ 
lowing sub-section shall be substituted, namely:— 

“(3) Where, in a scheme of amalgamation, the amalgamat¬ 
ing company sells or otherwise transfers to the amalgamated 
company any ship, machinery or plant in respect of which 
development rebate has been allowed to the amalgamating com¬ 
pany under sub-section (I) or sub-section (lA),— 

(a) the amalgamated company shall continue to fulfil 
the conditions mentioned in sub-section (3) of section 34 in 
respect of the reserve created by the amalgamating company 
and in respect of the period within which such ship, machhi- 
ery or plant shall not be sold or otherwise transferred and 
in default of any of those conditions, the provisions of sub¬ 
section (5"^ of section 15.5 shall apply to the amalgamated 
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company as they uould have applied to the amalgamating 
company had it committed the default; and 

(b) the balance of development rebate, if any, still out¬ 
standing to the amalgamating company in respect of such 
ship, machinery or plant shall be allowed to the amalgamat¬ 
ed company in accordance with the provisions of sub-sec¬ 
tion (2), so, however, that the total period for which the 
balance of dcwelopment rebate shall be carried forward in 
the assessments of the amalgamating company and the amal¬ 
gamated company shall not exceed the period of eight years 
specified in sub-section (2) and the amalgamated company 
shall be treated as the assessee in respect of such ship, 
machinery or plant for the purposes of this section and 
section 34.”. 


10. In section 33A of the Income-tax Act, for sub-section (5), 
the following sub-section shall be substituted, namely: — 

“(5) Where, in a scheme of amalgamation, the amalgamating 
company sells or otherwise transfers to the amalgamated com¬ 
pany any land in respect of which development allowance has 
been allowed to the amalgamating company under sub-section 

(Il¬ 


ia) the amalgamated company shall continue to fulfil 
the conditions mentioned in sub-section (3) in respect of the 
reserve created by the amalgamating company and in respect 
of the period within which such land shall not be sold or 
otherwise transferred and in default of any of these condi¬ 
tions, the provisions of sub-section (5A) of section 155 shall 
apply to the amalgamated company as they would have 
applied to the amalgamating company had it committed the 
default; and 

(b) the balance of development allowance, if any, stiU 
outstanding to the amalgamating company in respect of such 
land shall be allowed to the amalgamated company in 
accordance with the provisions of sub-section (2), so, how¬ 
ever, that the total period for which the balance of develop¬ 
ment allowance shall be carried forvmrd in the assessments 
of the amalgamating company and the amalgamated com¬ 
pany shall not exceed the period of eight years specified in 
sub-section (2) and the amalgamated company shall be 
treated as the assessee in respect of such land for the pur¬ 
poses of this section,”. 
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H. After section 33A of the Income-tax Act, the following section 
shall be inserted, namely: — 

'33B. Where the business of any industrial undertaking 
carried on in India is discontinued in any previous year by 
reason of extensive damage to, or destruction of, any building, 
machinery, plant or furniture owned by the assessee and used 
for the purposes of such business as a direct result of— 

(i) flood, typhoon, hurricane, cyclone, earthquake or 
other convulsion of nature; or 

(ii) riot or civil disturbance; or 

(iii) accidental fire or explosion; or 

(iv) action by an enemy or action taken in combating 
an enemy (whether with or without a declaration of war), 

and, thereafter, at any time before the expiry of three years 
from the end of such previous year, the business is re-established, 
reconstructed or revived by the assessee. he shall, in respect of 
the previous year in which the business is so re-established, 
reconstructed or revived, be allowed a deduction of a sum by 
way of rehabilitation allowance equivalent to sixty per cent, of 
the amount of the deduction allowable to him under clause (liO 
of sub-section (1) of section 32 in respect of the building, 
machinery, plant or furniture so damaged or destroyed 

Explanation, —In this section, “industrial undertaking” 
means any undertaking which manufactures or produces articles,'. 

12. In section 34 of the Income-tax Act, for the Explanation to 
clause (i) of sub-section (2), the following Explanation shall be 
substituted, namely: — 

“Explanation. —"Where a capital asset is transferred— 

(i) by a holding company to its subsidiary company or 
by a subsidiary company to its holding company, or 

(ii) by a company to another company in a scheme of 
amalgamation. 

and the conditions specified in clause (iv), or clause (u), or. as 
the case may be, clause (iv) of section 47 are satisfied, then, in 
determining the aggregate of all deductions in respect of depre¬ 
ciation under this clause, account shall also be taken of The 
deductions in respect of depreciation allowed in the case of the 
company from which the asset has been transferred;”. 
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13. In section 35 of the Income-tax Act, after sub-section (4), the Amend- 
following sub-section shall be inserted, namely; — section 3S. 

“(5) Where, in a scheme of amalgamation, the amalgamating 
company sells or otherwise transfers to the amalgamated com¬ 
pany (being an Indian company) any asset representing expendi¬ 
ture of a capital nature on scientific research,— 

(i) the amalgamating company shall not be allowed the 
deduction under clause (it) or clause (in) of sub-section (2); 
and 

(ii) the provisions of this section shall, as far as may be, 
apply to the amalgamated company as they would have 
applied to the amalgamating company if the latter had not 
so sold or otherwise transferred the asset.’’. 


14. In section 35A of the Income-tax Act, after sub-section 
the following sub-section shall be inserted, namely; — 


Amena- 
ment ot 
section 
3 5 A. 


“(6) Where, in a scheme of amalgamation, the amalgamating 
company sells or otherwise transfers the rights to the amalga¬ 
mated company (being an Indian company),— 


(i) the provisions of sub-sections (3) and (4) shall not 
apply in the case of the amalgamating company; and 

(ii) the provisions of this section shall, as far as may be, 
apply to the amalgamated company as they would have 
applied to the amalgamating company if the latter had not 
so sold or otherwise transferred the rights.”. 


15 . In section 36 of the Income-tax Act, in clause (ix) of sub- Amend- 
section (1), in the third proviso, for the words, brackets and figures 
"sub-secticn (2) of section 35”, the words, brackets and figures "sub¬ 
section (2) and sub-section (5) of section 35” shall be substituted. 

16. In section 43 of the Income-tax Act,— Amend¬ 

ment of 

(i) in clause (I), after Explanation 6, the following section 43. 

Explanation shall be inserted, namely:— 

“Explanation 7.—^Where, in a scheme of amalgamation, 
any capital asset is transferred by the amalgamating com¬ 
pany to the amalgamated company and the amalgamated 
company is an Indian company, the actual cost of the trans¬ 
ferred capital asset to the amalgamated company shall be 
taken to be the same as it would have been if the amalgamat¬ 
ing company had continued to hold the capital asset for the 
purposes of its own business ”' 



200 THE GAEETTfcl OF INDIA EXTHAORDINARY 1 Pam II 

(ii) in clause (6), after Expluncition 2, the following 
Explanation shall be inserted, namely; — 

^‘Explanation 2A.—Where, in a scheme of amalgamation, 
any capital asset is transferred by the amalgamating company 
to the amalgamated company and the amalgamated company 
is an Indian company, the written down value of the trans¬ 
ferred capital asset to the amalgamated company shall be 
taken to be the same as it would have been if the amalga¬ 
mating company had continued to hold the capital asset for 
the purposes of its business.”. 
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17. After section 43 of the Income-tax Act, the following section 
shall be inserted, namely;— 

‘43A. (1) Notwithstanding anything contained in any other 
provision of this Act, where an assessee has acquired any asset 
from a country outside India for the purposes of his business or 
profession and, in consequence of a change in the rate of ex¬ 
change at any time after the acquisition of such asset, there is an 
increase or reduction in the liability of the assessee as expressed 
in Indian currency for making payment towards the whole or a 
part of the cost of the asset or for repayment of the whole or a 
part of the moneys borrowed by him from any person, 
directly or indirectly, in any foreign currency specifically for the 
purpose of acquiring the asset (being in either case the liability 
existing immediately before the date on which the change In the 
rate of exchange takes effect), the amount by which the liability 
aforesaid is so increased or reduced during the previous year 
shall be added to, or, as the case may be, deducted from, the 
actual cost of the asset as defined in clause (1) of section 43 or the 
amount of expenditure of a capital nature referred to in clause 
(in) of sub-sectio'n (1) of section 35 or in section 35A or in clause 
(ix) of sub-section (I) of section 36 or, in the case of a capital 
asset (not being a capital asset referred to in section 50), the cost 
of acquisition thereof for the purposes of section 48, and the 
amount arrived at after such addition or deduction shall be taken 
to be the actual cost of the asset or the amount of expenditure of a 
capital nature or, as the case may be, the cost of acquisition of 
the capital asset as aforesaid. 


Explanation 1.—In this sub-section, unless the context other¬ 
wise requires,— 

(a) “rate of exchange” means the rate of exchange 
determined or recognised by the Central Government for the 
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7 of 1947. 


7 of 1947. 


conversion of Indian currency into foreign currency or 
foreign currency into Indian currency; 

(b) “foreign currency” and “Indian currency’’ have the 
meanings respectively assigned to them in section 2 of the 
Foreign Exchange Regulation Act, 1947. 

Explanation 2.—Where the whole or any part of the liability 
aforesaid is met, not by the assessee, but, directly or indirectly, 
by any other person or authority, the liability so met shall not be 
taken into account for the purposes of this sub-section. 

Explanation 3.—Where the assessee has entered into a con¬ 
tract with an authorised dealer as defined in section 2 of the 
Foreign Exchange Regulation Act, 1947 for providing him with a 
specified sum in a foreign currency on or after a stipulated future 
date at the rate of exchange specified in the contract to enable 
him to meet the whole or any part of the liability aforesaid, the 
amount, if any, to be added to, or deducted from, the actual cost 
of the asset or the amount of expenditure of a capital nature or. 
as the case may be, the cost of acquisition of the capital asset 
under this sub-section shall, in respect of so much of the sum 
specified in the contract as is available for discharging tho liabil¬ 
ity aforesaid, be computed with reference to the rate of exchange 
specified therein. 

(2) The provisions of sub-section (1) shall not be taken into ac¬ 
count in computing the actual cost of an asset for the purpose of the 
deduction on account of development rebate undei section 33,’, 

18. In section 44 of the Income-tax Act, for the words and figures Amend- 
“sections 28 to 43”, the words, figures and letter “sections 28 to 43A” 

shall be substituted. 

19. In section 47 of the Income-tax Act, after clause (v), the follow- ^ 

mg clauses shall be added, namely;— n^entoi 

. section 47. 

(ui) any transfer, in a scheme of amalgamation, of a capital 

asset by the amalgamating company to the amalgamated com¬ 
pany if the amalgamated company is an Indian company; 

(vii) any transfer by a shareholder, in a scheme of amalgama¬ 
tion, of a capital asset being a share or shares held by him in the 
amalgamating company if— 

(a) the transfer is made in consideration of the allotment 
to him of any share or shares in the amalgamated company, 

and 
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(b) the amalgamated company is an Indian company.**. 

20. Section 49 of the Income-tax Act shall be re-numbered as sub¬ 
section (I) thereof, and— 

(i) in sub-section (I) as so re-numbered,— 

(a) m sub-clause (c) of clause (lii), after the word, 
brackets and figure “clause (v)”, the words, brackets and 
figures “or clause (vi)” shall be inserted; 

(b) in the Explanation, for the word “section", wherever 
it occurs, the word “sub-section” shall be substituted; and 

(it) after sub-section (1) as so re-numbered, the following 
sub-section shall be added, namely:— 

“(2) Where the capital asset being a share or shares in 
an amalgamated company which is an Indian company 
became the property of the assessee in consideration of a 
transfer referred to in clause (uii) of section 47, the cost of 
acquisition of the asset shall be deemed to be the cost of 
acquisition to him of the share or shares in the amalgamating 
company.". 

21. In section 55 of the Income-tax Act,— 

(a) in sub-clause (b)(ii) of clause (I), for the word and 
figures “section 49", the words, brackets and figures “sub-sec¬ 
tion (I) of section 49” shall be substituted; 

(b) in sub-clause (ii) of clause (2), for the word and figures 
“section 49”, the words, brackets and figures "sub-section (I) 
of section 49” shall be substituted. 

22. In section 72 of the Income-tax Act,— 

(i) in sub-section (I), the following proviso shall be added 
at the end, namely: — 

“Provided that where the whole or any part of such loss 
is sustained in any such business as is referred to in section 
33B which is discontinued in the circumstances specified in 
that section, and, thereafter, at any time before the expiry 
of the period of three years referred to in that section, such 
business is re-established, reconstructed or revived by the 
assessee, so much of the loss as is attributable to such busi¬ 
ness shall be carried forward to the assessment year relevant 
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to the previous year In which the business is so re-established, 

reconstructed or revived, and ■— 

(a) it shall be set off against the profits and gains, 
if any, of that business or any other business carried on 
by him and assessable for that assessment year; and 

(b) if the loss cannot be wholly so set off, the amount 
of loss not so set off shall, in case the business so re¬ 
established, reconstructed or revived continues to be 
carried on by the assessee, be carried forward to the 
following assessment year and so on for seven assess¬ 
ment years immediately succeeding.”; 

(ii) in sub-section (3), after the words “No loss”, the brackets, 
words and figure “[other than the loss referred to in the proviso 
to sub-section (I) of this section]” shall be inserted. 

23. In Chapter VIA of the Income-tax Act, after section 80E, the 
following section shall be, and shall be deemed to have been, inserted 
with effect from the 1st day of April, 1966, namely: — 

“80F. Where, in the case of an individual who is a citizen of 
India, the total income (as computed before making any deduc¬ 
tion under this Chapter and before deduction of any amount of 
annuity deposit under section 2800) includes any remuneration 
received by him outside India from any University or other 
educational institution established outside India or such other 
association or body established outside India as may be notified 
in this behalf by the Central Government in the Official Gazette, 
for any service rendered by him during his stay outside India in 
his capacity as a professor, teacher, or research worker in such 
University, institution, association or body, there .shall be allowed 
a deduction from such remuneration of an amount equal to fifty 
per cent, thereof, in computing the total income of the 
individual; 

Provided that where the individual renders continuous ser¬ 
vice outside India in such University, institution, association or 
body for a period exceeding thirty-six months, no deduction 
under this section shall be allowed in respect of the remunera¬ 
tion for such service relating to any period after the expiry of 
the thirty-six months aforesaid.”. 

24. In section 84 of the Income-tax Act,— 

(a) for sub-section (1), the following sub-sectio’n shall be, 
and shall be deemed always to have been, substituted, namely; — 

“(1) Save as otherwise hereinafter provided, income-tax 

shall not be payable by an asses.see on so much of the profits 
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and gains derived from any industrial undertaking or busi¬ 
ness of a hotel or from any ship, to which this section 
applies, as does not exceed six per cent, per annum on the 
capital employed in such undertaking or business or ship, 
computed in the prescribed manner.”; 

(b) in sub-section (2),— 

(i) for clause (in), the following clause shall be, and 
shall be deemed always to have been, substituted, namely; — 

“(iii) it manufactures or produces articles or ope¬ 
rates one or more cold storage plants, in any part of 
India, and has begun or begins to manufacture or pro¬ 
duce articles or to operate such plant or plants, at any 
time within the period of twenty-three years next fol¬ 
lowing the 1st day of April, 1948, or such further period 
as the Central Government may, by notification in the 
Official Gazette, specify with reference to any particular 
industrial undertaking;”; 

(ii) in clause (iv), before the words ‘‘it employs ten or 
more workers”, the words ‘‘in a case where the industrial 
undertaking manufactures or produces articles,” shall be, and 
shall be deemed always to have been, inserted; 

(Hi) the following proviso shall be inserted at the end, 
namely: — 

“Provided that the condition in clause (i) shall not 
apply in respect of any industrial undertaking which is 
formed as a result of the re-establishment, reconstruc¬ 
tion or revival by the assessee of the business of any 
such industrial undertaking as is referred to in section 
33B, in the circumstances and within the period specified 
in that section,”; 

(c) for sub-section (3) and the Explanation occurring at the 
end, the following sub-section and Explanation shaU, respectively, 
be substituted, namely : — 

“(3) This section applies to the business of any hotel 
where all the following conditions are fulfilled, namely; — 

(a) the business of the hotel starts functioning on or 
after the 1st day of April, 1961, and is not formed by 
the splitting up, or the reconstruction, of a business 
already in existence or by the transfer, to a new busi¬ 
ness, of a building previously used as a hotel, or of any 
machinery or plant previously used for any purpose; 
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(b) the business of the hotel is owned and carried 
on by a company registered in India with a paid-up 
capital of not less than five hundred thousand rupees; 

(c) the hotel has such number and types of guest 
rooms and provides such amenities as may be prescribed, 
having regard to the population and the tourist impor¬ 
tance of the place in which the hotel is located; and 

(d) the hotel is, for the time being, approved for the 
purposes of this sub-section, by the Central Government. 

Explanation. —^Where— 

(a) in the case of an industrial undertaking, any 
building, machinery or plant, or any part thereof, pre¬ 
viously used for any purpose, or 

(b) in the case of the business of a hotel, any build¬ 
ing, or any part thereof, previously used as a hotel, or 
any machinery or plant, or any part thereof, previously 
used for any purpose, 

is, in either case, transferred to a new business, and the total 
value of the building, machinery or plant or part so transfer¬ 
red does not exceed twenty per cent, of the total value of 
the building, machinery or plant used in the business, then, 
for the purposes of clause (ti) of sub-section (2) and clause 
(o) of sub-section (3), the condition specified therein shall be 
deemed to have been complied with and the total value of 
the building, machinery or plant or part so transferred shall 
not be taken into account in computing the capital employed 
In the industrial undertaking or the business of the hotel,”; 

(d) after sub-section (3), the following sub-section shall be, 
and shall be deemed always to have been, inserted, namely; — 

*‘(3A) This section applies to any ship where all the 
following conditions are fulfilled, namely; — 

(i) it is owned by an Indian company and is wholly 
used for the purposes of the business carried on by it; 

(ii) it was not, previous to the date of its acquisition 
by the Indian company, owned and used in Indian terri¬ 
torial waters by a person resident in India; and 

(iii) it is brought into use by the Indian company at 
any time within a period of twenty-three years next 
following the Ist day of April, 1948.”; 

(e) in sub-section (5) and sub-section (6), for the words 
“profits or gains of an industrial undertaking or hotel”, the 
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words "profits and gains derived from an industrial undertaking 
or business of a hotel or from a ship” shall be, and shall be 
deemed always to have been, substituted; 

(f) in sub-section (7), in clause (i), after the words ‘‘manu¬ 
facture or produce articles”, the words “or, as the case may be, 
operate the cold storage plant or plants” shall be, and shall be 
deemed always to have been, inserted; 

(flf) in sub-section (8), for the words “a hotel” and "the 
hotel”, the words ‘‘the business of a hotel” and “the business of 
the hotel” shall be, and shall be deemed always to have been, 
respectively, substituted. 

(h) after sub-section (8), the following sub-section shall be, 
and shall be deemed always to have been, inserted, namely: — 

"(9) The provisions of this section shall, in relation to a 
ship, apply to the assessment for the assessment year rele¬ 
vant to the previous year in which the ship is brougnt into 
use by the Indian company and for the four assessment years 
immediately succeeding.”. 

35, For section 85 of the Income-tax Act, the following section 
shall be, and shall bt deemed always to have been, substituted, 
namely: — 

"85. Subject to any rules that may be made by the Board in 
this behalf, income-tax shall not be payable by a shareholder m 
respect of so much of any dividend paid or deemed to be paid to 
him out of the profits and gams derived by a company from an 
industrial undercaking or the business of a hotel or a ship to 
which section 84 applies us is attributable to that part of such 
profits and gams on which income-tax is not payable by the 
company under section 84.”. 

36. In section 88 of the Income-tax Act,— 

_ 

(a) in sub-section (I), after clause (ta), the following clause 
shall be inserted, namely: — 

“(ib) as donations to the Prime Minister’s Drought 
Relief Fund;”; 

(b) in sub-section (3), in the third proviso, after the word, 
brackets, ligure and letter “clause (ici)”, the words, brackets, 
figure and letter "or clause (ib)” shall be Inserted. 



Sec. 2] THE GAZETTE OF INDIA EXTRAORDINARY 


207 


27. In Chapter XIII of the Income-tax Act, under the sub-heading 
“B — Jurisdiction ”,— 

(1) in section 121, for sub-section (2), the following sub¬ 
section shall be substituted, namely;— 

"(2) Where any directions issued under sub-section (1) 
have assigned to two or more Commissioner'!, the same area 
or the same persons or classes of persons or the same Incomes 
or classes of Income or the same cases or classes of cases, they 
shall have concurrent jurisdiction and shall perform such 
functions in relation to the said area or persons or classes of 
persons or Incomes or classes of income or cases or classes of 
cases as the Board may, by general or special order in writing, 
specify, for the distribution and allocation of the work to 
be performed.”; 

(2) for section 123, the following section shall be substituted, 
namely:— 

”123. (1) Inspecting Assistant Commi.ssioners shall per¬ 
form their functions in respect of such areas or of such per¬ 
sons or classes of persons or of such Incomes or classes of 
Income or of such cases or classes of cases as the Commis¬ 
sioner may direct. 

(2) Where any directions issued under sub-section (I) 
have assigned to two or more Inspecting As.sistant Commis¬ 
sioners. the same area or the same persons or classes of per¬ 
sons or the same incomes or classes of Income or the same 
cases or classes of cases, they shall have concurrent jiiri.sdic- 
tlon and shall perform such functions in relation to the said 
area or persons or classes of persons or Incomes or classes of 
income or cases or classes of cases as the Commissioner may. 
by general or special order in writing, specify, for the dis¬ 
tribution and allocation of the work to be performed.”; 

(3) in section 124,— 

(i) for sub-sections (!) and (2), the following sub-sec- 
tions shall be substituted, namely:— 

“(1) Income-tax Officers shall perform their functions 
in respect of such areas or of such persons or classes of 
persons or of such Incomes or classes of Income or of 
such cases or clas.ses of cases as the Commissioner may 
direct. 

(2) Where any directions issued under sub section 
(1) have assigned to two or more Income-tax Officers, the 
same area or the same persons or classe.s of persons or 
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the same Incomes or classes of Income or the same cases 
Or classes of cases, they shall have concurrent jurisdiction 
and shall perform such functions In relation to the said 
area or persons or classes of persons or Incomes or classes 
of Income or cases or classes of cases as the Commissioner, 
or the Inspecting' Assistant Commissioner authorised by 
him in this behalf, mav, by general or special order in 
writing, specify, for the distribution and allocation of 
the work to be performed.”; 

(it) in sub-section (7), after the words “this section”, the 
words, figures and letter “or In secition 130A” shall be In¬ 
serted; 

(4) for section 125, the following section shall be substituted, 
namely:— 
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“125. (1) The Commissioner may, by general or special 
order In writing, direct that— 

(a) the powers conferred on the Income tax Officer 
and the Appellate Assistant Commissioner bv or under 
this Act shall, in respect of any specified case nr class of 
cases or of any specified person or class of 
persons, be exercised by the Inspecting Assistant Com¬ 
missioner and the Commissioner respectively; 

(b) such of the functions assigned to the Income- 
tax Officer bv or under this Act. as are specified In any 
such order may. In respect of any specified area, case or 
class of cases, person or class of personc or class of In¬ 
comes, be performed by an Inspector of Income-tax or 
anv member of the ministerial staff, subordinate to the 
Commissioner or any other Income-tax authority sub¬ 
ordinate to him, and specified In snch order, sub.iect to 
such conditions, restrictions or limitations as may be 
specified therein: 

Provided that the Commissioner shall not unless he is 
authorised In this behalf bv the Roard by general or special 
order In writing, make an order under clause (b) in relation 
to the fimctlons of an Income-tax Officer mentioned In the 
following provisions of this Art, namely, sections 131. 132, 
132A. 140A. 143. 144, 146, 147, 148. 162. 163. 171, 172. 174. 175, 
176, 177, 178, 183, 184. 185. 189, 221. 222. 226. 228. 253, and 271 
to 274 (both inclusive). 
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(2) For the purposes of any case or person or proceeding; 
under this Act In respect of which or whom an order under 
sub-section (1) applies,— 

(a) where such order is made under clause (a) of 
the said suh-section (I), references in this Act or In any 
rule made hereunder, to the Income-tax Officer and the 
Appellate Assistant Commissioner shall be deemed to be 
references to the Inspecting Assistant Commissioner and 
the Commissioner, respectively, and,— 

(i) any provision of this Act requiring an ap¬ 
proval or sanction of the Inspecting Assistant Com¬ 
missioner shall not apply; 

(ii) any appeal which would otherwise have lain 
to the Appellate Assistant Commissioner shall He to 
the Commissioner; 

(Hi) any appeal which would have lain from an 
order of the Appellate Assistant Commissioner to the 
Appellate Tribunal shall He from the order of the 
Commissioner; 

(b) where such order Is made under clause (b) of the 
said sub-section (1), references in this Act or In any rule 
made hereunder to the Income-tax Officer shall he deemed 
to include references to the Inspector of Income-tax or 
the member of the ministerial staff specltled In such 
order.”; 

(5) for section 127, the following section shall be substituted, 
namely:— 

‘127. (1) The Commissioner may, after giving the Power to 
assessee a reasonable opportunity of being heard in the 
matter, wherever It Is possible to do so, and after recording 
his reasons for doing so, transfer any case from any Income- 
tax Officer or Income-tax Officers subordinate to him to any 
other Income-tax Officer or Income-tax Officers also subor¬ 
dinate to him and the Board may similarly transfer any case 
from any Income-tax Officer or Income-tax Officers to any 
other Income-tax Officer or Income-tax Officers: 

Provided tliat nothing In this sub-section shall be deem¬ 
ed to require any such opportunity to be given where the 
transfer Is from any Income-tax Officer or Income-tax Offi¬ 
cers to any other Income-tax Officer or Income-tax Officers 
and the offices of all such Income-tax Officers are situated In 
the same city, locality or place: 
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Provided further that where any case has been trans¬ 
ferred from any Income-tax Officer or Income-tax Officers to 
two or more Income-tax Officers, the Income-tax Officers to 
whom the case Is so transferred shall have concurrent Juris¬ 
diction over the case and shall perform such functions In 
relation to the said case as the Board or the 
Commissioner (or any Inspecting: Assistant Commissioner 
authorised by the Commlasioner In this behalf) may, by 
gfeneral or special order in writing, specify, for the distribu¬ 
tion and allocation of the work to be performed* 

(2) The transfer of a case under sub-section (1) may be 
made at any stage of the proceedings, and shall not render 
necessary the re-lssue of any notice already Issued by the 
Income-tax Officer or Income-tax Officers from whom the case 
Is transferred. 

Explanation.— In this section and In sections 121, 123,124 
and 125, the word ''case”, in relation to any person whose name 
Is specified In any order or direction Issued thereunder, means 
all proceedings under this Act in respect of any year which 
may be pending on the date of such order or direction or which 
may have been completed on or before such date, and In¬ 
cludes also all proceedings under this Act which may be 
commenced after the date of such order or direction In res¬ 
pect of any year/; 

(6) for section 128, the following section shall be substituted, 
namely:— 

"128. Inspectors of Income-tax shall perform such func¬ 
tions In the execution of this Act as are assigned to them by 
the Commissioner by an order, whether made nnder clause 
(b) of sub-section (I) of section 125 or otherwise, or by any 
other Income-tax authority under whom they are appointed 
to work.”; 

(7) after section 130, the following section shall be Inserted, 
namely:— 

"130A. In respect of any function to be performed by an 
Income-tax Officer under any provision of this Act in rela¬ 
tion to an assessee, the Income-tax Officer referred to therein 
ahall,— 

(a) In a case where only one Income-tax Officer has 
jurisdiction over such assessee, be such Income-tax officer; 
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(b) in a case where two or more Income-tax Officers 
have concurrent jurisdiction over such assessee, be the 
Income-tax Officer empowered to perform such luuctltm 
by the Board or, as the case may be, the Income-tax Offi¬ 
cer to whom such function has been assigned by au order 
of the Commissioner or of the Inspecting Assistant Com¬ 
missioner authorised by the Commissioner in this 
behalf.”. 


28. In section 138 of the Income-tax Act, for sub-section (I), the Amend- 

foUowing sub-section shall be substituted, namely;— ment of 

section 138. 

“(I) (a) The Board or any other Income-tax authority speci¬ 
fied by it by a general or special order in this behalf may furnish 
or cause to be furnished to— 

(i) any officer, authority or body performing any func¬ 
tions under any law relating to the imposition of any tax, 
duty or cess, or to dealings in foreign exchange as defined 
in section 2(d) of the Foreign Exchange Regulation Act, 

7 of 1947. 1947; or 

(ii) such officer, authority or body performing functions 
under any other law as the Central Government may, ii in 
its opinion it is necessary so to do in the public interest, 
specify by notification in the Official Gazette in this behalf, 

any such information relating to any assessee in respect of any 
assessment made under this Act or the Indian Income-tax Act, 

11 of 1022 . 1922 as may, in the opinion of the Board or other Income-tax 

authority, be necessary for the purpose of enabling the officer, 
authority or body to perform his or its functions under that law. 

(b) Where a person makes an application to the Commia- 
sioner in the prescribed form for any infoimation relating to any 
assessee in respect of any assessment made under 
11 of 1922 this Act or the Indian Income-tax Act, 1922, on 

or after the 1st day of April, 1960, the Commissioner may, 
if he is satisfied that it is in the public interest so to do, furnish 
or cause to be furnished the information asked for in respect of 
that assessment only and his decision in this behalf shall be Anal 
and shall not be called in question in any court of law.”. 


29. In section 172 of the Income-tax Act, In sub-section (4), for Amend- 
the words “rate or rates for the time being”, the words “rate or rates * .jj 

in force” shall be substituted. 
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30. In Chapter XVII of the Income-tax Act, under the sub-heading 
“B.—Deduction at source ”,— 

(1) in section 193, the Explanation shall be omitted. 

(2) after section 194, the following section shall be inserted, 
namely:— 

‘194A. (I) Any person, not being an individual or a Hindu 
undivided family, who is responsible for paying to a resident 
any income by way of— 

(i) brokerage or commission, or 

(ii) fees or other remuneration for professional ser¬ 
vices (not being income chargeable under the head 
“Salaries”), or 

(iii) interest other than “Interest on securities”, 

shall, at the time of credit of such income to the account of 
the payee or at the time of payment thereof in cash or by 
issue of a cheque or draft or by any other mode, whichever 
Is earlier, deduct income-tax thereon at the rates in force; 

Provided that no such deduction shall be made in a case 
where the person (not being a company or a registered firm) 
entitled to receive such income furnishes to the person res¬ 
ponsible for making the payment an affidavit declaring that 
his total income assessable for the assessment year next fol¬ 
lowing the financial year In which the income is credited 
or paid will be less than the minimum liable to income-tax 

(2) The provisions of sub-section (2) shall not apply— 

(i) in a case where the income referred to In clause 
(i) of that sub-section credited or paid at any one time 
does not exceed five hundred rupees or where the income 
referred to in clause (ii) or clause (iii) of that sub-section 
credited or paid at any one time does not exceed two 
hundred rupees; 

(ii) in respect of any such credit or payment of such 
income made before the 1st day of October, 1967.’; 
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(3) for sectioii 196, the following section shall be substituted, 
namely:— 


“196. Notwithstanding anything contained in the forego¬ 
ing provisions of this Chapter, no deduction of tax shall be 
made by any person from any sums payable to— 

(i) the Government, or 

(ii) the Reserve Bank of India, or 

(Hi) a corporation established by or under a Central 
Act which is, under any law for the time being in force, 
exempt from income-tax on its income, 
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where such sum is payable to it by way of interest or divi¬ 
dend in respect of any securities or shares owned by it or 
in which it has full beneficial interest, or any other income 
accruing or arising to it.”; 


(4) in section 197, in sub-section (1), for clause (a), the fol¬ 
lowing clause shall be substituted, namely:— 

“(a) income-tax is required to be deducted at the time 
of credit or, as the case may be, at the time of payment at 
the rates in force under the provisions of sections 192, 193, 
194A and 195.”; 


(5) in sections 198, 199, 200, 202 and 205, for the words and 
figures “sections 192 to 195”, the words, figures and letter “sec¬ 
tions 192 to 194, section 194A and section 195” shall be substituted; 

(6) for section 203, the following section shall be substituted, 
namely:— 


“203. EveiY person deducting tax in accordance with the Certificate 
provisions of sections 192 to 194, section 194A and section 195 deduct, 
shall, at the time of credit or payment of the sum, or, as the 
case may be, at the time of issue of a cheque or warrant for 
payment of any dividend to a shareholder, furnish to the 
person to whose account such credit Is given or to whom 
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Buch payment is made or the cheque or warrant is issued, 
a certificate to the eftect that tax has been deducted, and 
speciiying the amount so deducted, the rate at which the 
tax has been deducted and such other particulars as may be 
prescribed.”; 

(7) in section 204,— 

(i) for the words and figures “sections 192 to 203 
and section 285”, the words, figures and letter “sections 
192 to 194, section 194A, sections 195 to 203 and section 
285” shall be substituted; 

(ii) in clause (lii), for the words “in the case of pay¬ 
ment”, the words “in the case of credit, or, as the case 
may be, payment” shall be substituted; 

(8) after section 206, the following section shall be in¬ 
serted, namely;— 

“206A. Any person responsible for paying any in¬ 
come referred to in section 194A shall prepare, and within 
thirty days from the 31st day of March in each year, 
deliver or cause to be delivered to the Income-tax Officer 
in the prescribed form and verified in the prescribed 
manner a return in writing showing— 

(o) the name and address of every person who 
has furnished to him an affidavit under the proviso 
to sub-section (I) of section 194A; 

(b) the amount of the income credited or paid 
during the financial year to each such person and 
the time or times at which the same was credited or 
paid, as the case may be; and 

(c) such other particulars as may be prescribed.”. 

31. In sections 209 and 215 of the Income-tax Act, for the words 
and figures “sections 192 to 195”, the words, figures and letter “sec¬ 
tions 192 to 194, section 194A and section 195” shall be substituted. 

32. In the First Schedule to the Income-tax Act, for the words and 
figures “sections 30 to 43”, wherever they occur, the words, figures 
and letter “sections 30 to 43A” shall be substituted. 
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33. The amendments directed in the Third Schedule shall be made 
in the Income-tax Act with effect from the 1st day of April, 1968. 


CHAPTER IV 
Other direct taxes 

34. In the Wealth-tax Act, 1957,— 

(a) in section 2, in clause (h)— 

(i) in sub-clause (i), the word “and” occurring at the end 
shall be omitted; 

(ii) in sub-clause (ii), the word “and” shall be inserted 
at the end; 

(iii) after sub-clause (ii), the following sub-clause shall 
be, and shall be deemed always to have been, inserted, 
namely; — 

“(iia) a corporation established by or under a Cen¬ 
tral, Provincial or State Act, which is declared by the 
Central Government, by general or special order, to be 
a company for the purposes of this Act.”. 

(b) in section 8, for the Explanation, the following proviso 
and Explanation shall be substituted, namely:— 

“Provided that where two or more Income-tax Officers 
have jurisdiction or exercise powers under the Income-tax 
Act In respect of any Individual, Hindu undivided family or 
company, they shall have concurrent jurisdiction and per¬ 
form such functions of a Wealth-tax Officer under this Act 
In respect of such Individual, Hindu undivided family or 
company, as the case may be, as the Commissioner or the 
Inspecting Assistant Commissioner of Wealth-tax authorised 
by him in this behalf may, by general or special order In 
writing, specify, for the distribution and allocation of the 
work to be performed. 

Explanation.— For the purposes of this section, the In¬ 
come-tax Officer or the Income-tax Officers having jurisdic¬ 
tion In relation to a person who Is not an assessee within the 
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meaning^ of the Income-tax Act, shall be the Income-tax Offi¬ 
cer or Income-tax Officers In respect of the area In which 
that person resides.”; 

(c) for section 8A, the following sections shall be substitut¬ 
ed, namely:— 

“8A. (1) The Commissioner may, by general or special 
order In writing, direct that such of the functions assigned 
to the Wealth-tax Officer by or under this Act as are specifi¬ 
ed in any such order may, In respect of any specified area or 
specified cases or classes of cases or specified persons or 
classes of persons, be performed by an Inspector of Wealth- 
tax or any member of the ministerial staff, appointed to work 
under the Commissioner or any other Wealth-tax authority 
subordinate to him, and specified In such order, snb,1ect to 
such conditions, restrictions or limitations as mky be 
specified therein; 

Provided that the Commissioner shall not, unless he is 
authorised In this behalf by the Board by general or special 
order in writing, make an order under this sub-section In 
relation to the functions of a Wealth-tax Officer mentioned 
In the following provisions of this Act, namely, sections 15B, 
16, 17, 18. 20, 22. 24, 32, 37 and 57A. 

(2) For the purposes of any case or person or proceed¬ 
ing under this Act in respect of which or whom any order 
under sub-section (J) applies, references in this Act or In 
any rule made hereunder to the Wealth-tax Officer shall be 
deemed to Include references to the Inspector of Wealth-tax 
or the member of the ministerial staff specified In such order. 

8B, (I) Notwithstanding anything contained In section 
8, the Commissioner may, after giving the assessee a reason¬ 
able opportunity of being heard lu the matter, wherever It 
Is possible to do so, and after recording his reasons for doing 
so, transfer any case from any Wealth-tax Officer or Wealth- 
tax Officers subordinate to him to any other Wealth-tax Offi¬ 
cer or Wealth-tax Officers also subordinate to him and the 
Board may similarly transfer any case from any Wealth-tax 
Officer or Wealth-tax Officers to any other Wealth-tax Officer 
or Wealth-tax Officers: 

Provided that nothing In this sub-section shall be deemed 
to require any such opportunity to be given where the trans¬ 
fer Is from any Wealth-tax Officer or Wealth-tax Officers 
to any other We.alth-tax Officer or Wealth-tax Officers and 
the offices of all such Wealth-tax Officers are situated in the 
same city, locality or place: 
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Provided further that where any case has been trans¬ 
ferred from any Wealth-tax Officer or Wealth-tax Officers 
to two or more Wealth-tax Officers, the Wealth-tax Officers 
to whom the case is so transferred shall have concurrent 
Jurisdiction over the case and shall perform such functions 
in relation to the said case as the Board or the 
Commissioner (or any Inspecting^ Assistant Commis¬ 
sioner of Wealth-tax authorised by the Commissioner In this 
behalf) may, by general or special order In writing, specify, 
for the distribution and allocation of the work to be perfor¬ 
med. 

{2) The transfer of a case under sub-section {1) may be 
made at any stage of the proceedings, and shall not render 
necessary the re-issue of any notice already issued by the 
Wealth-tax Officer or Wealth-tax Officers from whom the 
case is transferred. 

Explanation .—In this section and in section 8A, the word 
"case”, in relation to any person whose name Is specified in 
any order made thereunder, means all proceedings under 
this Act in respect of any year which may be pending on the 
date of such order, or which may have been completed on 
or before such date, aud includes also all proceedings under 
this Act which may he commenced after the date of such 
order In respect of any year.’; 

(d) In section 10, for the words "subject to such orders, If 
any, as the Board may make for the distribution and allocation 
of the work to be performed", the following words shall be sub¬ 
stituted, namely:— 

"and shall perform such functions in relation to the said 
area or persons or classes of persons as the Board may, by 
general or special order in writing, specify, for the dlstrlbn- 
tlon and allocation of the work to be performed”; 

(e) in section 11, for the words “they shall, perform their 
functions In accordance with such orders as the Commissioner 
may make for the distribution and allocation of the work to be 
performed” tbe following words shall be substituted, namely:— 

"they shall have concurrent Jurisdiction and shall perform 
such functions in respect of the said areas or persona or 
classes of persons as the Commissioner may. by general or 
special order in writing, specify, for the distribution and 
allocation of the work to be performed”; 

75 M of Fin—5. 
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Cf) for section llA, the followlnfr section shall be substituted, 
namely:— 

"llA. A Commissioner may empower any Inspector of 
Income-tax within the meaning of the Income-tax Act to 
work as an Inspector of Wealth-tax under any other Wealth- 
tax authority subordinate to him; and when he is so em¬ 
powered, he shall perform such functions in the execution 
of this Act as are assigned to him by the Commissioner by 
an order, whether made under sub-section (1) of section 8A 
or otherwise, or by any other Wealth-tax authority under 
whom he Is appointed to work.”; 

(g) after section 11 A, the following section shall be Inserted, 
namely:— 

“IIB. In respect of any function to he performed by a 
Wealth-tax Officer under any provision of this Act, In rela¬ 
tion to any assessee, the Wealth-tax Officer referred to there¬ 
in shall,— 

(a) In a case where only one Wealth-tax Officer has 
jurisdiction over such assessee, be such Wealth-tax 
Officer; 

(b) In a case where two or more Wealth-tax Officers 
have concurrent Jurisdiction over such assessee, be the 
Wealth-tax Officer empowered to perform snob function 
by the Board, or, as tbe case may be, the W6alth-tax 
Officer to whom such function has been assigned by an 
Older of the Conunlssloner or of the Inspecting Assistant 
Commissioner of Wealth-tax authorised by the Commis¬ 
sioner in this behalf.”. 


35. In the Gift-tax Act, 1958,— 

.'Amend¬ 
ment of (a) in section 7, for the Explanation, the following proviso 

1958 ^* and Explanation shall he substituted, namely:— 

“Provided that where two or more Income-tax Officers 
have jurisdiction or exercise powers under the Income-tax 
Act in respect of any person, they shall have concurrent 
jurisdiction and perform such functions of a Gift-tax Officer 
under this Act in respect of such person, as the Commissioner 
or the Inspecting Assistant Commissioner of Gift-tax antho- 
tised by him in this behalf may, by general or special order 
in writing, specify, for the distribution and allocation of the 
work to be performed. 
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Explanation .—For the purposes of this seetlon, the 
Income-tax Officer or Income-tax Officers having jurisdic¬ 
tion in relation to a person who has no Income assessable to 
income-tax under the Income-tax Act, shall be the Income- 
tax Officer or Income-tax Officers In respect of the area in 
which that person resides.”; 

(b) for section 7A, the folloAVing sections shall be substituted, 
namely;— 


‘7A. (1) The Commissioner may, by general or special i>r 

order in writing, direct that such of the functions assigned 
to the Gift-tax Officer by or under this Act as are specified respoctm.' 
in any such order may. in respect of any specified area or .specified 
specified cases or classes of cases or specified persons or ‘dcas, 
classes of persons, be performed by an Inspector of Gift- ‘ 

tax or any member of the ministerial staff, appointed to *’ 
work under the Commissioner or any other Gift-lax authority 
subordinate to him, and specified in such order, subject to 
such conditions, restrictions or limitations as may be 
specified therein: 

Provided that the Commissioner shall not, unless he Is 
authorised in this behalf by the Board by general or special 
order in writing, make an order under this sub-section in 
relation to the functions of a Gift-tax Officer mentioned in 
the following provisions of this Act, namely, sections 15, Ifi, 

17, 19A, 20, 21, 21A, 23, 32, 33 and 36. 

(2) For the purposes of any case or person or proceed¬ 
ing under this Act, in respect of which or whom any order 
under sub-section (I) applies, references in this Act or In 
any rule made hereunder to the Gift-tax Officer shall be 
deemed to include references to the Inspector of Gift-tax 
or the member of the ministerial staff specified In such order. 

7B. (1) Notwithstanding anything contained in section p^vver k 
7, the Commissioner may, after giving the assessee a reason- transier 
able opportunity of being heard in the matter, wherever it 
is possible to do so, and after recording his reasons for doing 
so, transfer any case from any Gift-tax Officer or Gift-tax 
Officers subordinate to him to any other Gift-tax Officer or 
Gift-tax Officers also subordinate to him and the Board may 
similarly transfer any case from any Gift-tax Officer or Gift- 
tax Officers to any other Gift-tax Officer nr Gift-tax Officers 
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Provided that nothing In this siib-sectlon shall be deemed 
to require any such opportunity to bo given where the trans¬ 
fer is from any Gift-tax Officer or Gift-tax Officers to any 
other Gift-tax Officer or Gift-tax Officers and the offices of 
all such Gift-tax Officers are situated In the same city, loca¬ 
lity or place: 

Provided further that where any case has been transfer¬ 
red from any Gift-tax Officer or Gift-tax Officers to two or 
more Gift-tax Officers, the Gift-tax Officers to whom the 
case is so transferred shall have concurrent jurisdiction over 
the case and shall perform such functions In relation to the 
said case as the Board or the Commissioner (or 
any Inspecting Assistant Commissioner of Gift-tax 
authorised by the Commissioner In this behalf) may, by 
general or special order In writing, specify, for the distribu¬ 
tion and allocation of the work to be performed. 

(2) The transfer of a case under sub-section (1) may 
he made at any stage of the proceedings, and shall not render 
necessary the re-issue of any notice already Issued by the 
Gift-tax Officer or Gift-tax Officers from whom the case Is 
transferred. 

Explanation .—In this section and In section 7A, the word 
“case”, In relation to any person whose name Is specified In 
any order made thereunder, means all proceedings under 
thls Act in respect of any year which may be pending on 
the date of such order, or which may have been completed 
on or before such date, and Includes also all proceedings 
under this Act which may be conimenced after the date of 
such order In respect of any year.’; 

(c) In section 9, for the words “subject to such orders, if 
any, as the Board may make for the distribution and allocation of 
the work to be performed”, the following words .shall be substi¬ 
tuted, namely:— 

“and shall perform such functions In relation to the said area 
or persons or classes of persons as the Board may, by general 
or special order in writing, specify, for the distribution and 
allocation of the work to be porformed”: 

(d in section 10, for the words “they shall perform their 
unctions in accordance with such orders as the Commissioner 
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may make for the distribution and allocation of the work to be 
performed”, the following words shall be substituted, namely;— 

"they shall have concurrent jurisdiction and shall perform 
such functions In respect of the said areas or persons or 
classes of persons as the Commissioner may, by general or 
special order In writing, specify, for the distribution and 
allocation of the work to be performed”; 

(e) for section 11, the following section shall be substituted, 
namely:— 

“11. A Commissioner may empower any Inspector of In¬ 
come-tax within the meaning of the Income-tax Act to work 
as an Inspector of Gift-tax under any other Gift-tax autho¬ 
rity subordinate to him; and when he is so empowered, he 
shall perform such functions In the execution of this Act as 
are assigned to him by the Commissioner by an order, 
whether made under sub-section (2) of section 7A or other¬ 
wise, or by any other Gift-tax authority under whom he is 
appointed to work,”; 

(/) section 11A shall be re-numbered as section IIB and 
before section IIB as so re-numbered, the following section shall 
be inserted, namely:— 

“llA, In respect of any function to be performed by a 
Gift-tax Officer under any provision of this Act, In relation 
to any assessee, the Gift-tax Officer referred to therein shall,— 

(a) In a case where only one Gift-tax Officer has 
Jurisdiction over such assessee, be such Gift-tax Officer; 

(b) In a case where two or more Gift-tax Officers 
have concurrent Jurisdiction over such asse.ssee, be the 
Gift-tax Officer empowered to perform such function 
by the Board, or, as the case may be, the Gift-tax Officer 
to whom such function has been assigned by an order 
of the Commls.sIoner or of the Inspecting Assistant Com¬ 
missioner of Gift-tax authorised by the Commissioner 
in this behalf.”: 

(. 0 ) in section 45,— 

(i) after clause (d), the following clause shall be Insert¬ 
ed, namely: 

“(do) any company [other than a company to which 
clause (c) or clause (d) applies] to an Indian company 
in a scheme of amalgamation;”; 
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(ii) the existing Explanation shall be re-numbered a« 
Explanation 1 and after Explanation 1 as so re-numbered, 
the following Explanation shall be inserted, namely: — 

‘Explanation 2.—For the purpose of clause (do), the 
term “amalgamation” shall have the meaning assigned 
to it in clause (lA) of section 2 of the Income-tax Act.’ 

36. In the Companies (Profits) Surtax Act, 1964.— 

(a) In section 3, in sub-section (1 ),— 

(i) for the words “and Income-tax Officer”, the words 
“Income-tax Officer and Inspector of Income-tax” shall be 
substituted; 

(ii) for the words “same as that he has”, the words 
“same as he has” shall be substituted; 

[bl III section 18,— 

(i) for the figures, words and brackets “131 to 136 (both 
inclusive)”, the figures, letters, words and brackets “118, 135. 
129, 130, 130A, 131, 132, 132A. 133 to 136 (both inclusive)” 
shall be substituted; 

(ii) for the figures, words and brackets “287 to 293 (both 
inclusive)”, the figures, letters, words and brackets “287, 288. 
288A, 288B, 289 to 293 (both inclusive)” shall be substituted. 


CHAPTER V 
Indirect taxes 

37. In the First Schedule to the Indian Tariff Act, 1934 (herein¬ 

after referred to as the ariff Act), in column 3, against each of the 
items Nos. 1, 6, 6(1), 12(3), 13(5), 13(7), 15(3), 25(2), 25(6), 26, 
26(1), 46(2), 53(1), 64(1), 64(2), 65(1). 67(3), 68(1), 68(3), 69, 

09(1), 70(7), 70(8), 72(8), 72(9), 72(29), 72(31) (a). 72(31) (b), 

72(32) (a), 72(32) (b). 76(2) and 84(a) (ii), the word “Revenue” 
shall be inserted, 

38. ( 1 ) In the case of goods chargeable with a duty of customs 
which is specified in the First Schedule to the Tariff Act, or in that 
Schedule as amended by a subsequent Central Act, if any, or in that 
Schedule read with any notification of the Central Government for 
the time being in force, there shall be levied and collected as an 
addition to, and in the same manner as, the total amount so charge¬ 
able, a special duty of customs equal to 10 per cent, of such amount: 
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Provided that in computing the total amount so chargeable, any 
duty chargeable under section 2A of the Tariff Act or section 39 of 
this Act shall not be Included. 

(2) Sub-section (1) shall cease to have effect after the 31st day 
of March, 1968, except as respects things done or omitted to be done 
before such cesser; and section 6 of the General Clauses Act, 1897 

10 or 18 SY shall apply upon such cesser as If the said sub-section had then been 
repealed by a Central Act. 

39. (1) With d view to regulating or bringing greater economy 
m imports, there shall be levied and collected, with effect from such custams' 
date, and at such rate, as may be specified in this behalf by the 
Central Government by notification in the Official Ga 2 ette, on all 
or any of the goods mentioned In the First Schedule to the Tariff 
Act or in that Schedule as amended by a subsequent Central Act, 

]f any, a regulatory duty of customs not exceeding— 

(a) 25 per cent, of the rate, if any, specified in the said 
First Schedule read with any notification issued under section 
3A or sub-section (1) of section 4 of the Tariff Act; or 

(b) 10 per cent, of the value of the goods as determined in 
accordance with the provisions of section 14 of the Customs Act, 

32 of 1902 , , I , 

whichever la higher: 

Provided that different dates and different rates may be specified 
by the Central Government for different kinds of goods. 

(2) Sub-section (I) shall cease to have effect after the 15th day 
of May, 1968, except as respects things done or omitted to be done 

10 of 1M7 before such cesser; and section 6 of the General Clauses Act, 1897 
shall apply upon such cesser as if the said sub-section had then been 
repealed by a Central Act. 

(3) The regulatory duty of customs leviable under this section 
in respect of any goods referred to in sub-section (1) shall be fn 
addition to any other duty of customs chargeable on such goods 

32 of 1962 under the Customs Act, 1962. 

V 2 of 1962 (4) The provisions of the Customs Act, 1962 and the rules and 

regulations made thereunder, including those relating to refunds 
and exemptions from duties, shall, as far as may be, apply in rela¬ 
tion to the levy and collection of the regulatory duty of customs 
leviable under this section In respect of any goods as they apply in 
relation to the levy and collection of the duties of customs on such 
goods under that Act or those rules and rtgulatlona. 
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(5) Every notification issued under sub-section (I) shall, as 
aeon as may be after it is issued, be placed before each House of 
Parliament. 

40. In the Central Excises and Salt Act, 1944 (hereinafter referred 
to as the Central Excises Act), in the First Schedule,^— 

(a) in Item No. 2, for the entry In the third column, the 
entry “Eighty-five rupees per quintal.” shall be substituted; 

(b) in Item No. 4, under “II. Manufactured tobacco-—”, for 
the entries in the third column against sub-items (1) (i), (1) (ii), 
(1) (iii) and (1) (iu), the entries “Twenty-one rupees.*’, 
“Twelve rupees and seventy-five paise.”, “Four rupees and 
fifty paise,” and “One rupee and twenty paise.” shall, respec¬ 
tively, be substituted; 

(c) in Item No. 6, for the entry In the third column, the 
entry “Five hundred and fifty rupees per kilolitre at fifteen 
degrees of Centigrade thermometer.” shall be substituted; 

(d) in Item No. llA, for the entry in the third column, the 
entry “Twenty per cent, ad valorem.” shall be substituted; 

(e) in Item No. 15A, for the entry in the third column, the 
entry “Thirty per cent, ad valorem.” shall be substituted; 

(f) for Item No. 16A, the following item shall be substi¬ 
tuted, namely; — 

‘ i6A—RUBBER PRODUCTS, THE FOLLOW 
TNG, NAMELY 

(f) Latex foam sponge . . . Twenty per cent, ad 

ij) Plates, sheets and strips tin- Twenty per cent, advahrm. 
hardened, whether vulcanised or 
not, and whether combined with 
any textile material or other¬ 
wise 

vy) Pipinft and tubing, of unhar.tcncd Fifteen per cent. v-tiorc 1 ,. 
vulcanised rubber 

(41 Transmission, conveyor or cic- Fifteen per cent, ad vilarem,"; 
vator bcltj or belting, of vul¬ 
canised rnbbct 


(q\ in Item No. 18, for the entrv' in the third column, the 
pntrv “Forty-five rupees per kilogram.” shall be substituted; 
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(h) in Item No. 18A, for the entries in the third column, 
against sub-items (I) and (2), the entries “Six rupees and fifty 
paise per kilogram.” and “One rupee per kilogram." shall, 
respectively, be substituted; 

(i) in Item No. 22A, for the entries in the third column, 
against sub-items (i) and (ii), the entries “Three hundred and 
seventy-five rupees per metric tonne.” and “One hundred and 
seventy-five rupees per metric tonne.” shall, respectively, be 
substituted; 

(j) in Item No. 27, for the entries in the third column 
against sub-items (a), (b), (bb), (c) and (d), the entries “Nine 
hundred and fifty rupees per metric tonne.”, “One thousand four 
hundtej and fifty rupees per metric tonne.”, “Two thousand 
rupco.s per metiic tonne.”, “Twenty per cent, ad valorem.” and 
“Twenty per cent, ad volerem.” .shall, respectively, be sub.stituted. 


41. (1) When goods of the description mentioned in this section special 
chargeable with a duty of excise under the Central Excises Act (as duties of 
amended by thi.s Act or any subsequent Central Act) read with any certain”" 
notification for the time being in force issued by the Central Govern- goods, 
ment in relation to the duty so chargeable, are assessed to duty, 
there shall be levied and collected— 

(a) as respects goods comprised in Items Nos. 6, 8, 9, 14D, 

22A, 23A except sub-item (1) thereof, 23B, 28, 29, subitems (2) 
and (3) of Item No. 31 and Item No. 32 of the First Schedule 
to the Central Excises Act, a special duty of excise equal to 
10 per cent, of the total amount so chargeable on such goods; 

(h) as respects goods comprised in Items Nos. 2, 3(1), sub- 
items I, 11(2) and 11(3) of Item No. 4, Items Nos. 13, 14, 14F, 

15, 15A, 15B, Hi, 16A, 17, 18A(2), 21, 22, 23, 23A(i), 27, 
30,31(1), 33, sub-items (I), (3a) and (4) of Item No. 34 and 
Item No. 37 of that Schedule, a special duty of excise equal to 
20 per cent, of the total amount so chargeable on such goods; 
and 


(c) as respects goods comprised in Items Nos, 4 11(1), 18, 
18A(1), 18B, 20, 29A, 33A, sub-items (2) and (3) of Item No. 
34 and radiograms comprised in Item No. 37A of that Schedule, 
a special duty of exci.se equal to 33i per cent, of the tota’ 
amount so chargeable on such goods. 
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(2) Sub-section (I) shall cease to have effect after the 31st day 
of March, 1968, except as respects things done or omitted to be done 
before such cesser; and section 6 of the General Clauses Act, 1897 
shall apply upon such cesser as if the said sub-section had then been 
repealed by a Central Act. 

(3) The duties of excise referred to in sub-section (1) in respect 
of the goods specified therein shall be in addition to the duties of 
excise chargeable on such goods under the Central Excises Act or 
any other law for the time being in force and such special duties 
shall be levied for purposes of the Union and the proceeds thereof 
shall not be distributed among the States. 

(4) The provisions of the Central Excises Act and the rules 
made thereunder, including those relating to refunds and exemp¬ 
tions from duties, shall, as far as may be, apply in relation to the 
levy and collection of the duties of excise leviable under this sec¬ 
tion in respect of any goods as they apply in relation to the levy and 
collection of the duties of excise on such goods under that Act or 
those rules. 

42. (I) With a view to regulating or bringing greater economy 
in consumption, there shall be levied and collected, with effect 
from such date, and at such rate as may be specified in this behalf 
by the Central Government by notification in the Official Gazette, 
on all or any of the goods mentioned in the First Schedule to the 
Central Excises Act as amended by this Act or any subsequent 
Central Act, a regulatory duty of excise which shall not exceed 15 
per cent, of the value of the goods as determined in accordance with 
the provisions of section 4 of the Central Excises Act: 

Provided that different dates and different rates may be specified 
by the Central Government for different kinds of goods. 

(2) Sub-section (1) shall cease to have effect after the 16th day 
of May, 1968, except as respects things done or omitted to be done 

before such cesser; and section 6 of the General Clauses Act, 1897, 10 of iuti7 

shall apply upon such cesser as if the said sub-section had then been 
repealed by a Central Act. 

(3) The duties of excise referred to in sub-section (1) in respect 
of the goods specified therein shall be in addition to the duties of 
excise chargeable on such goods under the Central Excises Act or 
any other law for the time being in force and such regulatory duties 
shall be levied for purposes of the Union and the proceeds thereof 
shall not be distributed among the States. 
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(4) The provisions of the Central Excises Act and the rules 
made thereunder, including those relating to refunds and exemp¬ 
tions from duties, shall, as far as may be, apply in relation to the 
levy and collection of the regulatory duties of excise leviable 
under this section in re.spcct of any goods as they apply in relation 
to the levy and collection of the duties of excise on such goods 
under that Act or those rules. 

(5) Every notification issued under sub-section (1) shall, as 
soon as may be after it is issued, be placed before each House of 
Parliament. 


CHAPTER VI 


Miscellaneous 

43. In the First Schedule to the Indian Post Office Act, 1898,— metft”or 

Act 6 of 

(a) for the sub-heading “Registered Newspapers" and entries 1808. 
thereunder, the following shall be substituted, namely: — 

“Registered Newspapers 

For a weight not exceeding one hundred 

grams 5 paise 

For a weight exceeding one hundred grams 
and not exceeding two hundred and fifty 
grams 10 paise 

For every two hundred and fifty grams, or 
fraction thereof, exceeding two hundred and 
fifty grams 5 paise 

In the case of more than one copy of the same 
Issue of a registered newspaper being carried 
in the same packet 


For a weight not exceeding one hundred 

grams 5 paise 

For every additional one hundred and fifty 
grams, or fraction thereof, in excess of one 
hundred grams; 5 paise 

Provided that such packet shall not be delivered at any 
addressee’s residence but shall be given to a recognised agent 
at the Post Office.”; 
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(b) for the sub-heading “Parcels” and entries thereunder, 
the following shall be substituted, namely; — 

“Parcels 

For a weight not exceeding four hundred 

grams 65 paise 

For every four hundred grams, or fraction 

thereof, exceeding four hundred grams 65 paise.’’. 

44. In the Deposit Insurance Corporation Act, 1961, for section 30, 
the following section shall be substituted, namely: — 

“30. Notwithstanding anything contained in the Income-tax 
Act, 1961, the Corporation shall not be liable to pay any tax 
under that Act on any of its Income, profits or gains for the 
accounting year during which the Corporation is established and 
for nine accounting years following that year.”. 

45. Notwithstanding anything contained in any law for the time 
being in force or any notification issued thereunder, the amend¬ 
ments made in section 32 of the Unit Trust of India Act, 1963 by 
section 10 of the Unit Trust of India (Amendment) Act. 1966 shall 
be deemed to have been made with effect from the 1st day of April, 
1964. 

46. Notwithstanding anything contained in section 68 of the 
Finance Act, 196.5— 

(a) any income-tax which is payable by a person on the 
amount of income declared by him under the provisions of sub¬ 
section (J) of that section but has not been paid within the 
period referred to therein (such tax being hereafter in this 
section referred to as the outstanding tax) shall be deemed to 
be tax due from the declarant on the date next following the 
expiry of the said period under a notice of demand issued under 
section 156 of the Income-tax Act, and the provisions of Chapter 
XV and Chapter XVII-D of, and the Second Schedule and the 
Third Schedule to, that Act shall, so far as may be, apply 
accordingly, subject to the modification that in section 231 of 
the said Act, references to one year shall be construed as refer¬ 
ences to two years; and 

(b) the outstanding tax which is paid at any time after 
the expiry of the period referred to in sub-section (I) of the 
said section 68 or is recovered under the provisions of clause 
(a) shall, for the purposes of sub-section (6) of the said sec¬ 
tion 68, be deemed to be tax paid by the declarant under that 
section. 


43 of 1961. 


62 ol 1963. 
17 of 1960, 


10 of 1965. 



12 o< 1067. 


16 of 1931 . 
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47. Section 2 and section 3 of the Finance Act, 1967 arc hereby 
repealed and shah be deemed never to have been enacted. 


Declaration andcr the Provisional Collection of Taxes Act. 1931 

It is hereby declared that it is expedient in the public interest 
that the provisions of clauses 38, 40 and 41 of this Bill shall have 
immediate effect under the Provisional Collection of Taxes Act, 
1931. 


THE FIRST SCHEDULE 
(See section 2) 

PART I 

Income-tax and surcharges on income-tax 
Paragraph A 

In the case of every individual or Hindu undivided family nr un¬ 
registered firm nr other association of persons or body of individuals, 
whether incorporated or not, or every artificial juridical person re¬ 
ferred to in sub-clause (vii) of clause (31) of section 2 of the In¬ 
come-tax Act, not being a case to which any other Paragraph of this 
Part applies,— 


Rates of income-tax 


(t) where ihe total income Joes not 

exceed Rs. 5,000 

(2) where the total income exceeds 

Rs. 5,000 but docs not exceed 

Rb. JOjOOO 

(3) where the total income exceeds 

Rs. 10,000 but does not exceed 
Rs. 15,000 

(4) where the total income exceeds 
Rs. 15,000 but does not exceed 
Rs. 30,000 


5 per cent, of the total income. 


Rs. 250 plus 10 per cent, of the amount 
by which the total income exccedN 

Rs. 5,000; 

Rs. 750 plus 15 per cent, of the amount by 
which the total income exceeds 
Rs. 10,000; 

Rs. 1,500 plus 20 per cent, of the amount 
by which the total income exceeds 
Rs. 15,000; 
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( 5 ) 

where the 

total 

income 

exceeds 

Rs. 2,500 plus 30 ner cent, of the 

amount 


Rs. 20,000 
Rs. 25,000 

but 

does not 

exceed 

by which the total income 
Rs. 20,000 j 

exceeds 

Cfi) 

where the 

total 

income 

exceeds 

Rs. 4,000 plus 40 per cenu of the 

amount 


Rs. 25,000 
Rs. 30,000 

but 

does not 

exceed 

by which the total income 
Rs. 25,000; 

exceeds 

( 7 ) 

where the 

total 

income 

exceeds 

Rs. 6,000 plus 50 tjcr cent, of the amount 

Rs. 30,000 
Rs. 50,000 

but 

does not 

exceed 

by which the total income 
Rs. 30,000; 

exceeds 

(8) 

where the 

total 

income 

exceeds 

Rs. 16,000 plus 60 per cent, of the 

amount 


Rs. 50,000 
Rs. 70,000] 

but 

does not 

exceed 

by which the total income 
Rs. 50,000; 

exceeds 

( 9 )' 

where the 
Rs. 70,000 

total 

income 

[exceeds 

Rs. 28,000 plus 65 per cent, of the amount 
by which the total Income exceeds 

Rs. 70,0001 


Provided that for the purposes of this Parafjraph, in the case of a 
person, not being a non-resident— 


(i) no income-tax shall be payable on a total income not 
exceeding the following limit, namely; — 

(a) Rs. 7,000 in the case of every Hindu undivided 
family which as at the end of the previous year satisfies 
either of the following two conditions, namely: — 

(1) that it has at least two members entitled to 
claim partition who are not less than eighteen years of 
age; or 

(2) that it has at least two members entitled to 
claim partition who are not lineally descended one from 
the other and who are not lineally descended from any 
other living member of the family; 

(b) Rs. 4,000 in every other case; 

(it) where such person is an individual or a Hindu undivid¬ 
ed family, the income-tax computed at the rate hereinbefoi'e 
specified shall be reduced by so much of the amount specified 
hereunder, as does not exceed the amount of income-tax so com¬ 
puted:—' 

(al Ra. 125 . . . . .in the case of an unmarried individual ; 

(i) Rs. 200 ••...» the case of a married individual who has 

no child mainly dependent on him or a 
Hindu undivided family which has no 
minor coparcener ; 

(c) Rs. 220 , , , , . in the case of a married individual who 

has one child mainly dependent on him 
or a Hindu undivided family which has 
one minor coparcener mainly supported 
from the income of such family j 
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((I)R9. 240.in the case of a married individual who 

has more than one child mainly dependent 
on him or a Hindu undivided family 
which has more than one minor coparcener 
mainly supported from the income of 
such family ; 

(iii) where the total income is twenty thousand rupees or 
less, the income-tax payable shall not exceed forty per cent, of 
the amount by which the total income exceeds the limit specifi¬ 
ed in sub-clause (a) or, as the case may be, sub-clause (b) of 
clause (1) of this proviso. 

Surcharges on income-tax 

The amount of income-tax computed in accordance with the pre¬ 
ceding provisions of this Paragraph shall be increased by the aggre¬ 
gate of surcharges for purposes of the Union calculated as specified 
hereunder:—- 


52 of 1963 , 


52 of 19«3. 


(a) where— 


(i) in the case of an individual or a Hindu undivided 
family, the amount of unearned income, not being income by 
way of interest on any security of the Central or State Gov¬ 
ernment or income received in respect of units from the 
Unit Trust of India, established under the Unit Trust of 
India Act, 1963, included in the total income, or 


(ii) in any other case, the amount of unearned Income 
Included in the total income. 


exceeds Rs. 15,000, 


a surcharge calculated on the difference between the amount of 
income-tax computed in respect of the income referred to in sub¬ 
clause (i) or, as the case may be, sub-clause (ii), if such income had 
been the total income and the amount of income-tax computed in 
respect of an income of Rs. 15,000 if it had been the total income, at 
the following rate, namely:— 


(1) where the amount of the difference 
does not exceed Rs. 14,500. 

(2) where the amount of the difference 
exceeds Rs. 14,500 

(b) where— 


20 per cent, of Uie amount of such difference; 

Rs. 2,900 plus 25 per cent, of the amount 
by which the difference aforesaid exceeds 
Rs. 14,500 ; 


(i) in the case of an individual or a Hindu undivided 
family, the earned Income and income by way of interest on 
any security of the Central or State Government and income 
received in respect of units from the Unit Trust of India, 
established under the Unit Trust of India Act, 1963, included 
in the total Income, or 
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(ii) in any other case, the earned income included in 
the total income, 

exceeds Rs. 1 lakh, 

a surcharge calculated on the amount of the difference between the 
income-tax computed in respect of the income referred to in sub¬ 
clause (i) or, as the case may be, sub-clause (ii), if such income had 
been the total income and the income-tax computed in respect of a 
total income of Rs. 1 lakh, at the following rate, namely: — 

(]) wlicrc the amount of the difference 5 pec cent, of the amount of such difference j 
does not exceed Rs. 65,000 

(2) where the amount of the difference Rs. 3.250 plus 10 per cent, of the amount 

exceeds Rs. 65,000 but does not \>y which thei^differcnce aforesaid exceeds 
exceed Rs. 1,30,000 Rs. 65,000 j 

(3) where the amount of the difference Rs. 9,750 plus 15 per cent, of the amount 

exceeds Rs. 1,30,000 by which the difference aforesaid exceeds 

Rs. 1,30,000 ; and 

(c) a special surcharge calculated at the rate of ten 

per cent, on the aggregate of the following amounts, namely: — 

(i) the amount of income-tax computed in accordance 
with the preceding provisions of this Paragraph; and 

(it) the aggregate of the amounts of the surcharges 
calculated in accordance with clau-se (o) and clause (b) of 
this sub-paragraph. 

Paragraph B 

In the case of every co-operative society,— 

Rates of income-tax 

(1) where the total income does not 5 per cent, of the total income', 
exceed Rs. 5,000 

(2) where the total income exceeds Rs. 250 plus lO per cent, of the amount by 

Rs. 5,000 but does not exceed which the total income exceeds Rs. 5,000; 

Rs. 10,000 

(3) where the total income exceeds Rs. 7Jo plus 15 per cent, of the amount by 
Rs. 10,000 but docs not exceed which the total income exceeds Rs. 10,000; 
Rs. 15,000 

(4) where thc_^total income exceeds Rs. 1,500 plus 20 per cent, of the amount 

Rs. 15,000 but does not exceed by which the total income exceeds 

Rs, 20,000 Rs. 15,000 ; 

(5) where the total income exceeds Rs. 2,500 plus 25 per cent, of the amount 

Rs. 20,000 but does not exceed by which the total income exceeds 

Rs, 25,000 Rs. 20,000; 

(6) where the lotal income exceeds Rs, 3,750 plus 41 per cent, of the amount 

Rs. 25,001; by which the total income exceeds 

Rs. 25,000: 
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Provided that— 

(i) no income-tax shall be payable on a total income not 
exceeding Rs. 4,000; and 

(ii) where the total income is twenty thousand rupees or 
less, the income-tax payable shall not exceed forty per cent, of 
the amount by which the total income exceeds Rs. 4,000. 

Surcharges on income-tax 

The amount of income-tax computed at the rate hereinbefore 
specified shall be increased by the aggregate of surcharges for pur¬ 
poses of the Union calculated as specified hereunder: — 

(a) where the total income exceeds Rs. 25,000, a surcharge 
calculated at the rate of 65 per cent, of the amount of the differ¬ 
ence between the income-tax computed at the rates hereinbefore 
specified and the income-tax computed in respect of a total In¬ 
come of Rs. 25,000; and 

(b) a special surcharge calculated at the rate of ten per 
cent, on the aggregate of the following amounts, namely: — 

(i) the amount of income-tax computed at the rate 
hereinbefore specified; and 

(ii) the amount of the surcharge calculated in accord¬ 
ance with clause (a) of this sub-paragraph. 

Paragraph C 

In the case of every registered firm,—- 

Rates of income-tax 

(1) where the total income docs not Nil; 

exceed Rs. 25,000' 

(2) where the total income exceeds 6 per cent, of the amount hy which 
Rs. 25,000 but does not exceed the total Income exceeds Rs, 25,000: 
Rs. 50,000 

(3) where the total income exceeds Rs. 1,500 /-/c'' 8 per cent, of the- amount 

Rs. 50,000 but does not exceed it by which the total income exceeds 
Rs. 1,00,000’ Rb. 50,000 ; 

IF 

f 4 ) where the total income’'excced8 Rs. 5,500 p/iti 12 per cent, of the amount 
Rs. 1,00,000 by which the total Income exceeds 

Rs. 1,00,000. 

Surcharges on income-tax 

The amount of income-tax computed at the rate hereinbefore 
specified shall be increased by the aggregate of surcharges for pur- 
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poses of the Union calculated as specified hereunder: — 

(a) in the case of a registered firm whose total income in¬ 
cludes income derived from a profession carried on by it and the 
income so included is not less than fifty-one per cent, of such 
total income, a surcharge calculated at the rate of ten per cent, 
of the amount of income-tax computed at the rate hereinbefore 
specified; 

(b) in the case of any other registered firm, a surcharge 
calculated at the rate of twenty per cent, of the amount of 
income-tax computed at the rate hereinbefore specified; and 

(c) a special surcharge calculated at [he rate of ten per 
rent, on the aggregate of the following amounts, namely: — 

(i) the amount of income-tax computed at the rate 
hereinbefore specified; and 

(ii) the amount of the surcharge calculated in accord¬ 
ance with clause (a), or, as the case may be, clau.se (b) of 
this sub-paragraph. 


Paragraph D 

In the case of every local authority,— 

Rate of income-tax 

On the whole of the total income .. 45 per cent. 

Surcharges on income-tax 

The amount of income-tax computed at the rate hereinbefore 
specified shall be increased by the aggregate of surcharges for pur¬ 
poses of the Union calculated as specified hereunder: — 

(a) a surcharge calculated at the rate of ten per cent, of the 
amount of Income-tax computed at the rate hereinbefore speci¬ 
fied; and 

(b) a special surcharge calculated at the rate of ten per 
cent, on the aggregate of the following amounts, namely: — 

(i) the amount of income-tax computed at the rate 
hereinbefore specified; and 

(ii) the amount of the surcharge calculated in accord¬ 
ance with clause (a) of this sub-paragraph, 
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Paragraph E 

In the case of the Life Insurance Corporation of India established 
31 of 1956 . under the Life Insurance Corporation Act, 1956,— 

Rates of income-tax 

(1) on that part of its total income 52-5 per cent. ; 
which consists of profits and gains 
from life insurance business 

Sit) on the balance, if any, of the the rale of income-tax applicable, in 
total income accordance xvfth Paragraph h' of this 

--Parn^to the total income^^OT adomeSTuT” 

company whieh-j&_a_company in which 
the public are substantially interested. 

Paragraph F 


In the case of a company, other than the Life Insurance Corpora¬ 
tion of India established under the Life Insurance Corporation Act, 
1956,— 

3 of 1956 


Rates of income-tax 


1. In the case_Qf_a_dnmestic company— 

- fA) (1) where the company is a 
company in which the public 
are substantially interested,— 

(i) in a case where the 45 per cent, of the total income; 

total income does not 
exceed Rs. 25,000 

(ii) in a case where the 55 per cent, of the total income; 

total income exceeds 
Rs. 25,000 

(2) where the company is not 
a company in which the 
public are substantially 
interested,— 

(0 in the case of an in¬ 
dustrial company— 

(i) on so much of the 55 per cent. ; 

total income as 
does not exceed 
Rs. 10,00,000 

t2) on the balance, if Co per cent. ; 

any, of the total 
income 

{li) in any other case 65 per cent, of (hr total income ; ."rid 

(B) in addition, where the company 
IS— 

(i) .1 company in which the 
public are substantia!'-' 
interested, w 
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( it) a company as is referred 
to in clause {Hi) of sub¬ 
section (2) or clause 
(a) or clause (6) of sub¬ 
section {4) of section 104 
of the Income-tax Act, 
or 

(hi) such a company as is 
exempt from the opera¬ 
tion of section 104 of the 
said Act by a notification 
issued under the provi¬ 
sions of sub-section {3) 
of that section, _ — 

on so much of the total in- 7.5 per cent.: 
come ^s does not exceed the 
relevant amount of distribu¬ 
tions of dividends by the 
company 

Provided that the income-tax payable by a domestic company, 
being a company in which the public are substantially interested, the 
total income of which exceeds Rs. 25,000, shall not exceed the aggre¬ 
gate of— 

(a) "the income-tax which would have been payable by the 
company if its total income had been Rs. 25,000 (the income ef 
Rs. 25,000 for this purpose being computed as if such income 
included income from various sources in the same proportion as 
the total income of the company); and 

(b) SO per cent, of the amount by which its total income 
exceeds Rs. 25,000. 

Explanation 1.—In clause (B), the expression “the relevant 
amount of distributions of dividends” means the aggregate of the 
following amounts, namely: — 

(a) the amount, if any, by which the “relevant amount of 
distributions of dividends” by the company as computed in 
accordance with Explanation 1 to item I of Paragraph F of Part 
I of the First Schedule to the Finance Act, 1966 exceeds its total 
income (reduced by the amount of capital gains, if any, relating 
to capital assets other than short-term capital assets included 
therein) assessable for the assessment year commencing on the 
1st day of April, 1966; and 

(b) so much of the amount of the dividends, other than 
dividends on preference shares, declared or distributed by the 
company during the previous year as exceeds ten per cent, of its 
paid-up equity share capital as on the 1st day of the previous 
year. 


13 of 1906 
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Eocplanation 2.—For the purposes of clause (B), where a part of 
the Income of a company is not included in its total income because 
it is agricultural income, the amount declared or distributed as 
dividends (other than dividends on preference shares) shall be 
deemed to be such proportion thereof as the sum specified in clause 
(a) bears to the sum specified in clause (b), such sums being— 

(a) the average amount of the total income of the company 
of the five previous years in which it has been in receipt of tax¬ 
able income Immediately preceding the relevant previous year; 
and 

(b) the average amount of the total profits and gains (ex¬ 
cluding capital receipts) of the company of the five previous 
years referred to in clause (a) reduced by such allowances as 
may be admissible under the Income-tax Act but which have 
not been taken into account by the company in its profit and 
loss accounts for the said five previous years. 

Explanation 3,—For the removal of doubts, it is hereby declared 
that where any dividends were declared by the company before the 
commencement of the previous year and are distributed by it during 
that year, the amount of such dividends shall not bo included in the 
amount of dividends referred to in clause (b) of Explanation 1. 

II. In the case of a company other than a domestic company— 

(i) on so much of the total income 
as consists of— 

(a) royalties received Irom 
an Indian concern in pur¬ 
suance of an agreement 
made by it with the Indian 
concern after the 31st day 
of March, 1961,, or 

(i) fees for renderi^ tech¬ 
nical services received from 
an Indian concern in pursuance 
of on agreement made by it 
with the Indian concern after 
the 29th day of February, 

1964, 

and where such agreement has, in 50 per cent.j 
cither case, been approved by the 
Central Government 

(n) on the balance, if any,, of the 70 per cent, 
total income 

PART II 

Rates for deduction of tax at source in certain cases 

Tn every case in which under the provisions of sections 193, 194, 
i94A and 195 of the Income-tax Act, tax is to be deducted at the rates 
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in force, deduction shall be made from the income subject to deduc¬ 
tion, at the following rates:— 

Income-tax 

Rate of Rate of 

income-tax surcharge 


1, In the case of a person other than a company— 

(0) where the person is resident— 

(1) on income by way of brokerage or com¬ 
mission ....... 12-5 per cent, 2-5 per cent. 

(it) on any other income (excluding interest 

payable on a tax free security) . .18 per cent. 4 per cent, 

(b) where the person is not resident in India— 

(1) on the whole income (excluding interest Income-tax at 25 per cent, and 
payable on a tax free security) surcharge at S per cent, of the 

amount of the income 

OT 

income-tax and surcharges on 
income-tax in respect of the 
income at the rates prescribed 
in Paragraph A of Part III of 
tltis Scnedulcj if such income 
had been the total income, 

whichever is higher; 

(»0 on the income by way of interest payable 

on a tax free security . . . I2'5 per cent, 4 per cent. 

2. In the case of a company— 

(n) where the company is a domestic company— 

(j) on income by way of brokerage or com¬ 
mission .15 per cent. NH 

(ii) on any other income (excluding interest 

payable on a tax free security) . . 22 per cent. Nil 

(b) where the company is not a domestic com- 
oany— 

(j) on the income by way of dividends pay¬ 
able by an Indian company as is referred 
to in the proviso to section 85A of the 

Income-tax Act.14 per cent. Ntl 

(ii) on the income by way of dividends pay¬ 
able by any domestic company other 
than a company referred to in (i) herein¬ 
above ....... 28 per cent. Nil 

(Hi) on the income by way of royalties payable 
by an Indian concern in pursuance of an 
agreement made by it with the Indian 
concern after the 31st day of March, ^61, 
and V hich has been approved by the Cen¬ 
tral Government.50 per cent. Nil 
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Income-tax 

Rate of Rate of 

income-tax surcharge 


(w) on the income by way of lees payable 
by an Indian concern tor rendering tech¬ 
nical services in pursuance of an agree¬ 
ment made by it with the Indian concern 
after the 29th day of February, 1964, 
and which has been approved by the 
Central Government . . . -50 per cent. 

(r) on the income by way of interest payable 

on a tax free security . . . -44 per cent. 

(uj) on any other income . . . .70 per cent. 


PART III 

Rates for calculating or charging income-tax in certain coses, 
deducting income-tax from income chargeable under the head 
“Salaries” and computing “advance tax". 

In cases in which income-tax has to be calculated under the hist 
proviso to sub-section (.1) of section 132 of the Income-tax Act or 
charged under sub-.section (4) of section 172 or sub-section (2) of sec¬ 
tion 174 or section 175 or sub-section (2) of section 176 or deducted 
under section 192 of the said Act from income chargeable under the 
head “Salaries” or in which the “advance tax” payable under 
Chapter XVII-C of the said Act has to be computed, at the rate or 
rates in force, such income-tax or, as the case may be, “advance tax” 
shall be so calculated, charged, deducted or computed at the follow¬ 
ing rate or rates:—■ 


Nil 

Nil 

Nil. 


Paragraph A 

In the case of every individual or Hindu undivided family or un¬ 
registered firm or other association of persons or body of individuals, 
whether incorporated or not, or every artificial juridical person refer¬ 
red to in sub-clause (vii) of clause (31) of section 2 of the Income- 
tax Act, not being a case to which any other Paragraph of this Part 
applies,— 


Rates of income-tax 

(1) where the total income does not 5 per cent, of the total Income{ 
exceed Rs. 5,000 

(2) where the total income exceeds Rs. 230 plM 10 per cent, ot c he amoun 
Rs. 5,000 but does not exceed Rs. 10,000 by which the total income exceeds 

Ra. 3.000 ; 
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(3) where the total income exceeds Rs. 750 plus 15 per cent, ot the amount by 

Rfi. lOjOOO but does not exceed which the total income exceeds 

Rs. 153OOO Rs. lOjOOO i 

(4) where the total income exceeds Rs. 1,500 plus 20 per cent, of the amount 

Rs. 15,000 but does not exceed by which the total income exceeds 

Rs. 20,000 Rs. 15,000 ; 

(5) where the total income exceeds Rs. 2,500 plus 30 per cent, of the amount 

Rs. 20,000 but does not exceed by which the total income exceeds 

Rs. 25,000 Rs. 20,000 j 

(,6) where the total income exceeds Rs. 4,000 plus 40 per cent, of the amount 

Rs. 25,000 but docs not exceed by which the total income exceeds 

Rs. 30,000 Rs. 25,000 ; 

(7) where the total income exceeds Rs. 6,000 plus 50 per cent, of the amount 

Rs. 30,000 but does not exceed Iw which the total income exceeds 

Rs, 50,000 Rs. 30,000 ; 

(8) where the total Income cxcceis Rs. 16,000 plus 60 per cent, of the amount 

Rs. 50,000 but does not exceed by which the total income exceeds 

Rs. 7O3OOO Rs. 50,000 i 

(9) where the total income exceeds Rs, 28,000 plus 65 per cent, of the amount 

Rs. 70,000 by which the total income exceeds 

Rs. 70,000 : 

Provided that for the purposes of this Paragraph, in the case of a 

person, not being a non-resident— 

(i) no income-tax shall be payable on a total income not 
exceeding the following limit, namely: — 

(a) Rs. 7,000 in the case of every Hindu undivided 
family which as at the end of the previous year satisfies 
either of the following two conditions, namely; — 

(1) that it has at least two members entitled to 
claim partition who are not less than eighteen years of 
age; or 

(2) that it has at least two members entitled to 
claim partition who are not lineally descended one from 
the other and who are not lineally descended from any 
other living member of the family; 

(b) Rs. 4,000 in every other case; 

(ii) where such person is an individual whose total income 
does not exceed Rs. 10,000 and who has, during the previous year, 
incurred any expenditure for the maintenance of any one or 
more of his parents or grand-parents mainly dependent on him, 
the income-tax computed at the rate hereinbefore specified shall 
be reduced by so much of the amount specified hereunder, as 
does not exceed the amount of income-tax so computed: — 

(a) R*. 145 . . . .In the case of an unmarried Indlvidualj 

(i) Ra. 220 . ■ . .In the case of a married individual who 

has no child mainly dependent on him; 
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(c) K*!. 240 ■ - . .in tl^c case of a married individual wbo 

has one child mainly dependent on him; 

(d) Rs. 260 . . in the case of a married individual who 

has more than one child mainly dependent 
on him; 

(Hi) where such person is an individual not falling under 
clause (ii) or a Hindu undivided family, the income-tax comput¬ 
ed at the rate hereinbefore specified shall be reduced by so 
much of the amount specified hereunder, as does not exceed the 
amount of income-tax so computed; — 

(a) Rs. 125 . . . .in the case of an unmariicd individual; 

(h) Rs. 200 . . .in the case of a married individual who 

has no child mainly dependent on him 
or a Hindu undivided family which has 
no minor coparcener ; 

(c) Rs. 230 . . . . in the case of a married individual who 

has one child mainly dependent on him 
or a Hindu undivided family which has 
one minor coparcener mainly supported 
from the income of such family ; 

(d) Rs. 240 . . . .in the case of a married individual who 

has more than one child mainly dependent 
on him or a Hindu undivided family 
which has more than one minor co¬ 
parcener mainly supported from the in¬ 
come of such family ; 

(iv) (A) where such person is an individual whose total 
income exceeds Rs 10,000 but does not exceed Rs. 20,000, and 
who has, during the previous year, incurred any expenditure for 
the maintenance of any one or more of his parents or grand¬ 
parents mainly dependent on him, the income-tax payable by 
him in respect of such total income shall not exceed the 
aggregate of— 

(1) the income-tax which would have been payable hy 
the individual if his total income had been Rs. 10,000, and 

(2) 40 per cent, of the amount by which the total 
income of the individual exceeds Rs. 10.000; 

(B) where such person is not an individual whose case falls 
under sub-clause (A) and the total income of such person does 
not exceed Rs. 20,000, the income-tax payable thereon shall not 
exceed 40 per cent, of the amount by w'hich the total Income 
exceeds the limit specified in sub-clauso (a) or. as the case may 
be. sub-clause (b) of clause (i) of this proviso. 
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Explanation.—For the purposes ol clause (n) and sub-clause (A) 
of clause (iv) of this proviso, a parent or grand-parent of an indivi¬ 
dual shall not be treated as being mainly dependent on such indivi¬ 
dual if the income of the parent or, as the case may be, the grand¬ 
parent from all sources in respect of the previous year relevant to 
the assessment year exceeds one thousand rupees. 


Surcharges on income-tax 

The amount of income-tax computed in accordance with the pic- 
ceding provisions of this Paragraph shall be increased by the aggre¬ 
gate of surcharges for purposes of the Union calculated as specified 
hereunder: — 

(a) where— 

(i) in the case of an individual or a Hindu undivided 
family, the amount of unearned income, not being income by 
way of interest on any security of the Central or State Gov¬ 
ernment or income received in respect of units from the 
Unit Trust of India, established under the Unit Trust of India 
Act, 1963, included in the total income, or 

(ii) in any other case, the amount of unearned income 
included in the total income, 

exceeds Rs, 30,000, 

a surcharge calculated on the difference between the amount of 
income-tax computed in respect of the income referred to in sub¬ 
clause (i) or, as the case may be, sub-clause (ii), if such income had 
been the total income and the amount of income-tax computed in 
respect of an income of Rs. 30,000 if it had been the total income, at 
the following rate, namely: — 

(1) where the amount of the difference 30 per cent, of the amount of such difference j 
does not exceed Rs. 10,000 

(2) where the amount of the difference Rs. 2,000 plus 25 per cent, of the amount 

exceeds Rs. 10,000 by which the difference aforesaid ex¬ 

ceeds Rs. 10,000; 

(b) where— 

(i) in the case of an individual or a Hindu undivided 
family, the earned income and income by way of interest on 
any security of the Central or State Government and income 
received in respect of units from the Unit Trust of India, 
established under the Unit Trust of India Act, 1963, included 
in the total income, or 


52 of 1963 


32 of 1963 
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(.it) in any other case, the earned income included m 
the total income, 
exceeds Rs. 1 lakh, 

a surcharge calculated on the amount of the difference between the 
income-tax computed in respect of the income referred to in sub¬ 
clause (i) or, as the case may be, sub-clause (ii), if such income had 
been the total income and the income-tax computed in respect of a 
total income of Rs. 1 lakh, at the following rale, namely; — 

(1) where tlie amount of the 5 per cent, of the amount of such diflerence; 
difference does not exceed 

Rb. 65,000 

(2) where the amount of the Rs. 3,250 plui 10 per cent, of the amount 

difference exceeds Rs. 65,000 by which the difference aforesaid exceeds 

but does not exceed Rs. 65,000; 

Rs. 1,30,000 

(3) where the amount of Rs, 9,750 plus 15 per cent, of the amount 

the difference exceeds by which the difference aforesaid exceeds 

Rs. 1,30,000 Rs. 1,30,000; and 

(c) a special surcharge calculated at the rate of ten 
per cent, on the aggregate of the following amounts, namely: — 

(i) the amount of income-tax computed in accordance 
with the preceding provisions of this Paragraph; and 

(ii) the aggregate of the amounts of the surcharges 
calculated in accordance with clause (a) and clause (b) of 
this sub-paragraph 

Paragraph B 

In the case of every co-operative society,— 

Rates of incOme-tax 

(1) wheri the total income does not 5 .per cent, of the total income; 
exceed Rs. 5,000 

(2) where tlie total income exceeds Rs. 250 plus 10 per cent, of the amount by 
Rs. 5,000 but does not Sexceed which the total income exceeds Rs. 5,000; 
Rs. 10,000 

(3) where the total Income exceeds Rs, 750 plus 15 per cent, of the amount 

Rs. 10,000 but does not exceed by which the total income exceed.s 

Rs. 15,000 Rs. 10,000; 

(4) where the total income exceeds Rs. 1,500 plus 20 per cent, of the amount 

Rs, 15,000 but does not exceed by which the total income exceeds 

Rs. 20,000 Rs. 15,000; 

(5) where the total income exceeds Rs. 2,500 plus 25 per cent, of the a mount 

Rs. 20,000 but does not exceed by which the total income exceeds 

Rs. 25,000 Rs. 20,000; 

(6) where the total income exceeds Rs. 3,750 plus 41 per cent, of the amount 

Rs. 25,000 by which the total income exceeds 

Rs. 25,000 I 
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Provided that— 

(i) no income-tax shall be payable on a total income not 
exceeding Rs. 4,000; and 

(it) where the total income is twenty thousand rupees or 
less, the income-tax payable shall not exceed forty per cent, of 
the amount by which the total income exceeds Rs. 4,000. 

Surcharges on income-tax 

The amount of income-tax computed at the rate hereinbefore 
specified shall be increased by the aggregate of surcharges for }mr- 
poses of the Union calculated as specified hereunder: — 

(a) where the total income exceeds Rs. 25,000, a surcharge 
calculated at the rate, of per cent, of the amount of the differ¬ 
ence between the income-tax computed at the rates hereinbefore 
specified and the income-tax computed in respect of a total in¬ 
come of Rs, 25,000; and 

(b) a special sui charge calculated at the rate of ten per 
cent, on the aggregate of the following amounts, namely: — 

(i) the amount of income-tax computed at the rate 
hereinbefore specified; and 

(ii) the amount of the surcharge calculated in accord¬ 
ance with clause (a) of this sub-paragraph. 

Paragraph C 

In the case of every registered firm,— 

Rates oj income-tax 

(1) where the total income docs not Nil; 

exceed Ri. 25,000 

(2) where the total income exceeds 6 per cent, of the amount by which the total 

Rs. 25,000 but docs not exceed income exceeds Rs. 25,000; 

Rs. 50,000 


(3) where the total income exceeds Rs. 1,500 plus 8 per cent, of the amount 
Rs. 50,000 but does not exceed by which the total income exceeds 
Rs. 1,00,000 Rb, 50,000; 

Rs, 5,500 jDlus 12 per^cent. of the amount 
by which the total income exceeds 
Rs. 1,00,000. 


(4) where the total income exceeds 
Rs. 1,00,000 
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Surcharges on income-tax 

The amount of income-tax computed at the rate heieinbefore 
specified shall be increased by the aggregate of surcharges for pur¬ 
poses of the Union calculated as specified hereunder; — 

(a) in the case of a registered firm whose total income in¬ 
cludes income derived from a profession carried on by it and the 
Income so included is not less than fifty-one per cent, of such 
total income, a surcharge calculated at the rate of ten per cent, 
of the amount of income-tax computed at the rate hereinbelore 
specified;_ 

(b) in the case of any other registered firm, a surcharge 
calculated at the rate of twenty per cent, of the amount of 
income-tax computed at the 1 ah* hereinbefore specified; and 

(c) a special surcharge calculated at the rate of ten per cent, 
on the aggregate of the following amounts, namely: — 

(i) the amount of income-tax computed at the rate 
hereinbefore specified; and 

(ii) the amount of the surcharge calculated in accord¬ 
ance with clause (a), or, as the case may be, clause (b) of 
this sub-paragraph. 

Paragraph D 

In the case of every local authority,— 

Bate of income-tax 

On the whole of the total income 45 per- cent. 

Surcharges on income-tax 

The amount of income-tax computed at the rate hereinbefore 
specified shall be increased by the aggregate of surcharges for pur¬ 
poses of the Union calculated as specified hereunder: — 

(a) a surcharge calculated at the rate of ten per cent, of the 
amount of income-tax computed at the rate hereinbefore speci¬ 
fied; and 

(b) a special surcharge calculated at the rate of ten per cent, 
on the aggregate of the follovcing amounts, namely: — 

(i) the amount of income-tax computed at the rate 
hereinbefore specified; and 

(ii) the amount of the surcharge calculated in accord¬ 
ance with clause (a) of this sub-paragraph, 
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Paragraph E 

In the case of the Life Insurance Corporation of India established 
ander the Life Insurance Corporation Act, 1956,— of 1950. 

Rales of income-tax 

(i) on that part ot its total income 52-5 percent.; 
which consists of profits and gains 
trom life insurance business 

fii^ on the balance, if any, of the total the rate of income-tax applicable, in accord- 
income ance with Paragraph F of this Part, to 

the total income-of-ai _dunicBiic company 
which is a company m which the public, 
arc substantially interested. 

Paragraph F 

In the case of a company, other than the Life Insurance Coi pota¬ 
tion of India established under the Life Insurance Corporation Act, 

1956,— ot 1956- 


Rates of income-tax 
I. In the case of a domestic company-- 


(A)(i) where the company is a company 
In which the public are substan¬ 
tially interested,— 

(0 in a case where the total 45 per cent, of the total income; 
income does not exceed 
Rs. 50,000 

60 in a case where the total 55 per cent, ol the total income; 
income exceeds Rs. 50,000 


(2) where the company is not a 
company in which the public arc 
substantially interested,— 

(1) hi the case of an industrial 
company— 

(i) on so much of the 55 per cent.; 

total income as 

docs not exceed 

Rs. 10,00,000 

(21 on the balance, if 60 per cent,; 

any, of the total 
income 

fii) in any other case . . 65 per cent, of the total income; 

and 


(li) in uddilioii, where the co'iipanv 
IS— 

(i) a company m which the 
public arc substantially 
interested, or 
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(k) a company ai. ia refcried 
to in clause (hi) of sub¬ 
section (2) or clause 
(a) or clause (b) of sub¬ 
section (j) of section 104 
of the Income-tax Act, 
or 

(in) such a company as is 
exempt from the opera¬ 
tion of section 104 of the 
said Act by a notification 
issued under the provi¬ 
sions of sub-section (y) 
of that section, 

on so much of the total In- 7-5 per cent.; 
come as does not exceed the 
relevant amount of distribu¬ 
tions of dividends by the 
company 

Provided that the income-tax payable by a domestic company, 
being a company in which the public are substantially interested, the 
total income of vvhich exceeds Rs. 50,000, shall not exceed the aggre¬ 
gate of— 


(a) the income-tax which would have been payable by ilie 
company if its total income had been Rs. 50,000 (the income of 
Rs 50,000 for this purpose being computed as if such income 
included income from varu'us sources in the same proportion as 
the total income of the company); and 


(b) 80 per cent of the amount by which its total income 
exceeds Rs. SO.Ono. 


Explanation 1.—In clause (B). the expression “the relevant 
amount of distributions of dividends’’ means the aggregate of the 
following amounts, namely: — 

(a) the amount, if any, by which the “relevant amount of 
distributions of dividends” by the company as computed in 
accordance with Explanation 1 to item I of Paragraph F of 
Part I of the First Schedule to the Finance Act, 1966 exceeds 
its total income (reduced by the amount of capital gains, if any, 
relating to capital assehs other than short-term capital assets 
included therein) assessable for the a,ssessment year commencing 
on the 1st dav of Apiil. 1.966; and 


(b) so much of the amount ol the dividends, other than 
dividends on preference shares, declared or distributed by the 
company during the previovis year as exceeds ten per cent, of its 
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paid-up equity share capital as on the 1st day of the previous 
year. 

Explanation 11.—For the purposes of clause (B), where a part of 
the income of a company is not included in its total income because 
it is agricultural income, the amount declared or distributed as 
dividends (other than dividends on preference shares) shall be 
deemed to be such proportion thereof as the sum specified in clause 
(a) bears to the sum specified in clause (b), such sums being— 


(a) the average amount of the total income of the company 
of the five previous years in which it has been in receipt of tax¬ 
able income immediately preceding the relevant previous year; 
and 


(b) the average amount of the total pi'oUts and gains (ex¬ 
cluding capital receipts) of the company of the live previous 
years referred to in clau-e (a) reduced by such allowances as 
may be admissible under the Income-tax Act but which have 
not been taken into account by the company in its profit and 
loss accounts for the said live previous years. 

Explanation 3.—For the removal of doubts, it is hereby declared 
that where any dividend' wcie declared by the company before the 
commencement of the previous year and are distributed by it durimi 
that year, the amount of such dividends shall not be included in the 
amount of dividends referred to in clause (b) of Explanation 1- 


II. In the case of a company other than a domestic company; — 

(i) on 80 much of the total income 
as consists of— 

(a) royalties received from 
an Indian concern in pur¬ 
suance of an agreement 
made by it with the Indian 
concern after the 31s: day 
of March, 1961, or 

(fe) fees for rendering tech¬ 
nical services received from 
an Indian concern in pur¬ 
suance of ^ agreement 
made by it with the 
Indian concern after the 
29th day of February, 

1964. 

and where such agreement has, in 50 per cent.; 
either case, been approved by the 
Central Government 

(ii) on the balance, if any, of the toral 70 per cent, 
income 
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Sec. 2] 

THE SECOND SCHEDULE 
(See section 3) 


Rates of annuity deposits 

(0 In the case of any depositor JVW. 
whose total income does not 
exceed Ri. 15)000 

(it) In the case of any depositor 5 per cent, of the adjusted total income ; 
whose total Income exceeds 
Rs. 15,000 but does not 
exceed Rs. 20,000 

Provided that the annuity deposit to be made shall in no case 
exceed half the amount by which the total income exceeds Rs. 15,000. 

(jt'O In the case of a depositor pet cent, of the adjusted total income t 
whose total Income exceeds 
Ra. 20,000 but does not 
exceed Rs. 40,000 

Provided that the annuity deposit to be made shall in no case 
exceed the aggregate of the following sums, namely;— 

(a) an amount calculated at five per cent, on so much of 
the adjusted total income as does not exceed Rs. 20,000; 

(h) one-half of the amount by which the total income ex¬ 
ceeds Rs. 20,000. 

(iv) In the case of a depositor 10 per cent, of the adjusted total income: 
whose total income exceeds 
Rs. 40,000 but does not 
exceed Rs. 70,000 

Provided that the annuity deposit to be made ahall in no case 
exceed the aggregate of the following sums, namely;— 

(a) an amount calculated at seven and a half per cent, on 
so much of the adjusted total income as does not exceed 
Rs. 40,000; 

(b) one-half of the amount by which the total income ex¬ 
ceeds Rs, 40,000. 

(u) In the case of a depositor 12 J per cent, of the adluited total Income ( 
whose total Income exceedt 
Rs. 70,000 

Provided that the annuity deposit to be made shall i’n no case 
exceed the aggregate of the following sums, namely;— 

(a) an amount calculated at ten per cent, on so much of the 
adjusted total income as does not exceed Rs. 70,000; 

(b) one-half of the amount by which the total income ex 
ceeds Rs. 70,000. 
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Escplanation .—In this Schedule, “total income” means total in¬ 
come computed in the manner laid down in the Income-tax Act with¬ 
out making any allowance under section 2800 of that Act. 


THE THIRD SCHEDULE 
(See section 33) 

Amendments in the Income-tax Act 

1. Section 10. —After clause (28), Insert— 

“ (29) in the case of an authority constituted under any law 
for the time being in force for the marketing of commodities, 
any income derived from the letting of godowns or warehouses 
for storage, processing or facilitating the marketing of commo¬ 
dities”. 

2 . Section 32 .— 

(a) in sub-section (I), after clause (iv), insert— 

“(v) in the case of any new building, the erection of 
whlcn is completed after the 31st day of March, 1907, where 
the building Is owned by an Indian company and used by 
such company as a hotel and such hotel is for the time being 
approved in this behalf by the Central Government, a sum 
equal to twenty-five per cent, of the actual cost of erection 
of the building to the assessee, in respect of the previous 
year in which the erection of the building is completed or. 
If such building is first brought into use as a hotel in the 
immediately succeeding previous year, then in respect of 
that previous year; but any such sum shall not be deduc¬ 
tible in determining the written down value for the pur¬ 
poses Of clause (ii).”; 

(b) in sub-section (2), after “clause (iv)”, insert “or clause 

(vy\ 

3. Section 33. — 

(a) for sub-section (1), substitute— 

“ (1) (a) In respect of a new ship or new machinery 
or plant (other than office appliances or road transport 
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vehicles) which is owned by the assessee and Is wholly used 
for the purposes of the business carried on by him, there 
shall, in accordance with and subject to the provisions of 
this section and of section 34, be allowed a deduction, In 
respect of the previous year In which the ship was acquired 
or the machinery or plant was installed or, if the ship, 
machinery or plant is first put to use in the Immediately 
succeeding previous year, then, in respect of that previous 
year, a sum by way of development rebate as specified In 
clause (b). 

(b) The sum referred to in clause (a) shall be— 

(A) in the case of a ship, forty per cent, of the 
actual cost thereof to the assessee; 

(B) in the case of machinery or plant,— 

(i) where the machinery or plant is installed 
for the purposes of business of construction, manu¬ 
facture or production of any one or more of the 
articles or things specified in the list in the Fifth 
Schedule,— 

(a) thirty-five per cent, of the actual cost 
of the machinery or plant to the assessee, 
where it Is installed before the 1st day of April, 
1970, and 

(b) twenty-five per cent, of such cost 
where it is installed after the 31st day of March, 
1970; 

(ii) where the machinery or plant Is Installed 
after the 31st day of March, 1967, by an assessee 
being an Indian company in premises used by it as 
a hotel and such hotel is for the time being approved 
in this behalf by the Central Government— 

(a) thirty-five per cent, of the actual cost of 
the machinery or plant to the assessee, where 
it is installed before the Ist day of April, 1970, 
and 

(b) twenty-five per cent, of such cost 
where It is installed after the 31st day of March, 

1970; 

(iit) where the machinery or plant is installed 
after the 31st day of March, 1967, being an asset 
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representing expenditure of a capital nature on 
scientific research related to the business carried 
on by the assessee, ■— 

(a) thirty-five per cent, of the actual cost 
of the machinery or plant to the assessee, 
where it Is installed before the 1st day of April, 
1970, and 

(h) twenty-five per cent of such cost, 
where it is installed after the 31st day of 
March, 1970; 

(iu) In any other case,— 

(a) twenty per cent, of the actual cost of 
the machinery or plant to the assessee, where 
it is installed before the 1st day of April, 1970, 
and 


(b) fifteen per cent, of such cost where it 
is installed after the 31st day of March, 1970.”; 

(b) in sub-section (2), for “[the total income for this pur¬ 
pose being computed without making any allowance under sub¬ 
section (1) or sub-section (lA) of this section or sub-section 
(/) of section 33A]’’, in both places, substitute— 

“[the total income for this purpose being computed 
without making any allowance imder sub-section (1) or 
sub-section (lA) of this section or sub-section (1) of sec¬ 
tion 33A or any deduction under Chapter VIA or section 
2800]”. 

(c) in sub-section (6), add at the end— 

“Provided that the provisions of this sub-section shall 
not apply in the case of an assessee being an Indian com¬ 
pany, m respect of any machinery or plant installed by it 
in premises used by it as a hotel, where the hotel is for the 
time being approved in this behalf by the Central Govern¬ 
ment.”. 

4. Section 33A .—In sub-section (2), for “[the total Income for 
this purpose being computed after making the allowance under sub¬ 
section (7) or sub-section (IA) or clause (ii) of sub-section (2) of 
section 33 but without making a’ny allowance under sub-section (1) 
of this section]”, in both places, substitute— 

“[ the total income for this purpose being computed after 
deduction of the allowance under sub-section (1) or sub-section 
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(lA) or clause (ii) of sub-section (2) of section 33, but with¬ 
out making any deduction under sub-section (1) of this section 
or any deduction under Chapter VIA or section 2800]”. 

6. Section 35. —In sub-section (2),— 

(i) for clause (i), substitute— 

“(i) in a case where such capital expenditure is in¬ 
curred before the 1st day of April, 1967, one-fifth of the 
capital expenditure incurred in any previous year shall be 
deducted for that previous year; and the balance of the 
expenditure shall be deducted in equal instalments for each 
of the four immediately succeeding previous years; 

(ia) in a case where such capital expenditure is in¬ 
curred after the 31st day of March, 1967, the whole of such 
capital expenditure incurred in any previous year shall be 
deducted for that previous year.”; 

(ii) in clause (ii), after “an asset representing expendi¬ 
ture of a capital nature”, insert “incurred before the 1st day of 
AprU, 1967”; 

(Hi) in clause (v), for “where the asset is used”, substitute 
“where the asset mentioned in clause (it) is used”. 

6. Section 36. —In clause (viii) of sub-section (1), for “of the total 
Income carried to such reserve account”, substitute “of the total 
income (computed before making any deduction under Chapter VIA) 
carried to such reserve account”. 

7. Section 41. —In sub-section (3), after “the total amount of 
the deductions made under clause (i)”, insert “or, as the case may 
be, the amount of the deduction under clause (ia)”. 

8 . Section 43.—For the proviso to clause ( 1 ), substitute — 

“Provided that where the actual cost of an asset, being a 
motor car which is acquired by the assessee after the 31st day 
of March, 1967 and is used otherwise than in a business of 
running it on hire for tourists, exceeds twenty-five thousand 
rupees, the excess of the actual cost over such amount shall be 
ignored, and the actual cost thereof shall be taken to be twenty- 
five thousand rupees.”. 

9. Section 66. —Omit “and any amount in respect of which the 
assessee is entitled to a deduction from the amount of income-tax on 
his total income with which he is chargeable for any assessment 
year in accordance with, and to the exte'nt provided in sections 87. 
87A and 88”. 
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10. Section 71.—For sub-section (2), substitute— 

‘(2) Where in respect of any assessment year the net result 
of the computation under any head of income other than “Capital 
gains” is a loss and the assessee has income assessable under the 
head “Capital gains”, such, loss may, subject to the provisions 
of this Chapter, be set off— 

(i) against the income, if any, of the assessee assessable 
for that assessment year under any head including income 
assessable under the head “Capital gains” (whether relating 
to short-term capital assets or any other capital assets), or 

(ii) if the assessee so desires, only against his income, 
if any, under the head “Capital gains”, in so far as such 
income relates to short-term capital assets, and income under 
any other head. 

(3) Where in respect of any assessment year the net result 
of the compulation under sections 48 to 55 in respect of capital 
gains relating to short-term capital assets is a loss and the 
assessee has income assessable under any head of income other 
than “Capital gains”, the assessee shall, subject to the provisions 
of this Chapter, be entitled to have such loss set off against the 
income aforesaid.'. 

11. Section 72 .—In sub-section (1), after “Capital gains”, Insert 
“relating to capital assets other than short-term capital assets”. 

12. Sccfiion 74 .—In sub-clause (i) of clause (a) of sub-section (1), 
for “as relates to short-term capital assets”, substitute “relating to 
short-term capital assets as cannot be or is not wholly set off agalnsU 
Income under any head in accordance with the provisions of section 
71". 


13. For Chapter VIA, substitute— 


‘CHAPTER VIA 


Deduc¬ 
tions to be 
made in 
computing 
total 
Income. 


Deductions to be made in computing total income 
A.—General 

80A. (1) In computing the total income of an assesse*, 
there shall be allowed from his gi’oss total income, in accordance 
with and subject to the provisions of this Chapter, the deduct- 
tions specified in sections 80C to 80T. 
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(2) The aggregate amount of the deductions under this 
Chapter shall not, in any case, exceed the gross total income of 
the assessee. 

(3) Where, in computing the total Income of a firm, associa¬ 
tion of persons or body of Individuals, any deduction is admis¬ 
sible under section 80G or section 80H or section 80J or section 
80K or section 80L or section 80S or .section 80T, no deduction 
under the same section shall be made in computing the total 
income of a partner of the firm or, as th(' case may be, of a 
member of the association of persons or body of individuals in 
relation to the share of such partner in the income of the firm 
or the share of such member in the income of the association of 
persons or body of individuals. 

SOB. In this Chapter-- Daflnitlonj. 

(1) “displaced person” means a person who, on account 
of the setting up of the Dominions of India and Pakistan, 
or on account of civil disturbances or the fear of such 
disturbances in any area now forming part of East Pakistan, 
has— 


(a) in the case of a person having a place of 
residence in the district of Noakhall or of ComlUa, on 
or after the 1st day of October, 1946, and 

(b) in the case of a person having a place of resi¬ 
dence in any other area now forming part of East 
Pakistan, on or after the 1st day of June, 1947, 

left, or been displaced from, his place of residence in such 
area and who has been subsequently residing in India; 

(2) “domestic company” means an Indian company, or 
any other company which, in respect of its Income liable 
to tax under this Act, has made the prescribed arrange¬ 
ments for the declaration and payment, within India, of 
the dividends (including dividends on preference shares) 
payable out of such income; 

(3) “earned income” and "unearned income” shall 
have the meanings respectively as.signed to them hi the 
Finance Act of the relevant year; 

(4) “foreign company” means a company which is not 
a domestic company as defined in clause (2); 

(5) “gro.ss total income” means the total in^’orne 
computed in accordance with the provisions of this Act, 
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before making any deduction under this Chapter or under 
section 2800 and without applying the provisions of section 
64; 


(6) “Income”, in relation to a handicapped dependant, 
means the aggregate income of such person from all 
sources; 

(7) “priority industry” means the business of genera¬ 
tion or distribution of electricity or any other form of power 
or of construction, manufacture or production of any one 
or more of the articles or things specified In the list in the 
Fifth Schedule or the business of any hotel where such 
business Is carried on by an Indian company and the hotel Is 
for the time being approved in this behalf by the Central 
Government; 

(8) “relative”, in relation to an Individual, means— 

(a) the mother, father, husband or wife of the 
individual, or 

(h) a son, daughter, brother, sister, nephew or 
niece of the individual, or 

(c) a grand-son or grand-daughter of the individual, 
or 

(d) the spouse of any person referred to In sub¬ 
clause (b); 

(9) “repatriate” means a person of Indian origin who 
was ordinarily residing in a foreign Country and who, on 
leaving, or being forced to leave, such country, has— 

(a) In the case of a person leaving Mozambique, 
on or after the 25th day of June, 1962, or 

(b) In the case of a person leaving Burma, on or 
after the 1st day of June, 1963, or 

(c) In the case of a person leaving Ceylon, on or 
after the 1st day of November, 1964, or 

id) In the case of a person leaving any other country, 
on or after such date or dates as may be notified in this 
behalf by the Central Government in the Official 
Gazette, 

returned to India with the intention of permanently 
residing therein. 
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Explaruition —person shall be deemed to be of Indian 
origin il he, or either of his parents or any of his grand¬ 
parents, was born in undivided India. 


19 ot 102a. 


B.—Deductions in respect of certain payments. 


80C. (I) In computing the total income of an assessee there 
shall be deducted, in accordance with and subject to the provi¬ 
sions of this section, an amount equal to sixty per cent, of the 
first five thousand rupees of the aggregate of the sums specified 
in sub-section (2) and fifty per cent, of the balance, if any, of 
such aggregate. 

(2) The sums referred to In sub-section (I) shall be the 
following, namely:-— 


Deduc¬ 
tion In 
respect of 
life insur¬ 
ance 
premia, 
contribu¬ 
tions to 
provident 
fund, etc. 


(a) where the assessee is an individual, any sums paid 
in the previous year by the assessee out of his income 
chargeable to tax— 


(i) to effect or to keep in force an insurance on the 
life of the assessee or on the life of the wife or husband 
of the assessee; or 


(ii) to effect or to keep in force a contract for a 
deferred annuity on the life of the assessee or on the 
life of the wife or husband of the assessee, notwith¬ 
standing that such contract contains a provision for the 
exercise by the insured of an option to receive a cash 
payment in lieu of the payment of the annuity; or 

(Hi) as a contribution to any provident fund to 
which the Provident Funds Act, 1925 applies; 

(b) where the assessee is a Hindu undivided family, 
any sums paid in the previous year by the assessee out of 
its income chargeable to tax, to effect or to keep in force an 
insurance on the life of any male member of the family or 
of the wife of any such member. 


Explanatiun .—For tnc purposes of sub-clause (i) of 
clause (a) and clause (b) of this sub-section, an insurance 
on the life of any person referred to therein shall include— 


(i) a policy of insurance on the life of such person 
securing the payment of a specified sum on the stipu¬ 
lated date of maturity of the policy, if such person is 
alive on such date, notwithstanding that the policy of 
insurance provides only for the return of premiums 
paid (with or without any interest thereon) in the 
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event of such person dying before the said stipulated 
date; 

(ii) a policy of insurance effected by a person for 
the benefit of a minor (being the assessee, or a male 
member of a Hindu undivided family where such 
family is the assessee) with the object of enabling the 
minor, after he has attained majority, to secure an 
insurance on his own life by adopting the policy and on 
his being alive on a date (after such adoption) 
specified in the policy in this behalf; 

(c) any sum deducted in the previous year from the 
salary payable by or on behalf of the Government to any 
individual being a sum deducted in accordance with the 
conditions of his service, for the purpose of securing to him 
a deferred annuity or making provision for his wife or 
children, in so far as the sum so deducted does not exceed 
one-fifth of the salary; 

(d) if the assessee is an employee participating in a 
recognised provident fund, his own contributions to his 
Individual account in the fund in the previous year, in bo 
far as the aggregate of such contributions does not exceed 
one-fifth of his salary in that previous year or eight 
thousand rupees, whichever is less. 

Explanation.—In clause (d) of this sub-section, 
"salary” shall have the meaning assigned to it in clause 
(h) of rule 2 of Part A of the Fourth Schedule; 

(e) if the assessee is an employee participating in an 
approved superannuation fund, any sum paid in the pre¬ 
vious year by him by way of contribution towards the 
superannuation fund; 

(/) wheie the assessee is an individual, any s'nns 
deposited, in the previous year by the assessee out of hla 
income chargeable to tax, in a ten-year account or a fifteen- 
year account under the Post Office Savings Bank (Cumula¬ 
tive Time Deposits) Rules, 1959, as emended from time to 
time. 

(3) The provisions of clauses (a) and (b) of sub-section 
(2) shall apply only to so much of any premium or other pay- 
annuity as is not in excess of ten per cent, of the actual capital 
ment made on a policy other than a contract for a deferred 
gum assured. 
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Explanation .—In calculating any such capital sum, no 
account shall be taken— 

(z) of the value of any premiums agreed to be returned, 
or 


(fi) of any benefit by way of bonus or otherwise over 
and above the sum actually assured, which is to be or may 
be received under the policy by any person. 

(4) The aggregate of the sums referred to in sub-section (.?), 
which qualifies for the purposes of computing the deduction 
under sub-section (I), shall not exceed— 


(i) in the case of an individual being an author, play¬ 
wright, artist, musician or actor, such percentage of his 
gross total income, or such amount, as may be prescribed; 


Provided that such individual has effected an insurance 
referred to in sub-clause (i) of clause (a) of sub-section (2) 
prior to the 1st day of March, 1964 and has paid any sum 
in the previous year to keep in force such insurance; 

(ii) in the case of any other individual [Including an 
author, playwright, artist, musician or actor, to whom the 
provisions of clause (i) do not apply], thirty per cent, of his 
gross total income, or fifteen thousand rupees, whichever is 
less; 

(iii) in the case of a Hindu undivided family, thirty 
per cent, of its gross total income, or thirty thousand rupees, 
whichever is less. 


(5) If the gross total income of the assessee includes earned 
income chargeable under any head, the deduction under sub¬ 
section (1) shall, to the extent possible, be made in computing 
such earned income and, as to the balance, if any, in computing 
any other income; and if there is no earned income, the deduction 
shall be made in computing any other income under any head. 


SOD. (I) Where an assessee who is resident in India, being 
an individual or Hindu undivided family, who has, during the 
previous year, incurred out of his or its income chargeable to 
income-tax, any expenditure for the medical treatment (includ- ^^dical 
ing nursing) of a person who— treatment, 

etc., of 

(a) is a relative of the individual, or, as the case may handi- 
be, is a member of the Hindu undivided family and is not capped 


dependent on any person other than such individual er depend- 
Hindu undivided family for his support or maintenance, and dants. 
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(b) is siiftering from a physical or mental disability 
which is certified by a registered medical practitioner to 
have the effect of reducing considerably such person’s capa¬ 
city for norma] work or engaging in a gainful employment 
(hereinafter in this section referred to as handicapped 
dependant), 

tne assesscc shall, in accordance with and subject to the 
provisions of this section, be allowed a deduction of the amount 
specified in sub-section (2) in the computation of his total income 
in respect of the previous year. 

(21 The deduction under sub-section (1) shall be— 

(i) in a case where the handicapped dependant has, for 
a period of one hundred and eighty-two days or more during 
the previous year, been admitted in a hospital or a nursing 
home or a medical institution or in such other institution as 
may be notified by the Central Government in the Official 
Gazette to be an institution for the care of handicapped 
persons, and fees and charges for his medical treatment 
(including nursing) are payable to such hospital or nursing 
home or medical or other institution, as the case may be, 
a sum of two thousand four hundred rupees, or 

(ii) in any other case, a sum of six hundred rupees, 
as reduced, in either case, by an amount equal to the income, 
if any, of the handicapped dependant in respect of the previous 
year; 

Provided that where the assessce has, during the previous 
year, incurred expenditure on more than one handicapped depen¬ 
dant, the deduction under sub-section (1) shall be allowed only 
with reference to one such handicapped dependant as may be 
chosen by the assessee. 

(3) If the gross total income of the assessee includes earned 
income chargeable under any head, the deduction under sub' 
section (I) shall, to the extent possible, be made in computing 
such earned income and, as to the balance, if any, in computing 
any other income; and if there is no earned income, the deduc- 
tion shall be made in computing any other income under any 
head. 

80E. (I) Where, in the case of an assessee, being an indi¬ 
vidual who is a citizen of India and is resident in India, his 
share in the income of a registered firm which renders pro¬ 
fessional service as chartered accountant, solicitor, lawyer, 
architect, or such other professional service as may be notified in 


Doduc- 
tlcn la 
reenect of 
payment 
for secui^ 
Inc retire¬ 
ment 
annuitle0. 
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this behalf by the Central Government in the Official Gazette, is 
chargeable to tax and he has paid out of his income chargeable to 
tax a premium (by whatever name called) in any previous year 
under an annuity contract for the time being approved by the 
Commissioner as having for its main object the provision for the 
individual of a life annuity in old age (hereinafter in this section 
referred to as qualifying premium), then the assessee shall, in 
accordance with and subject to the provisions of this section, bo 
allowed a deduction of the amount of the qualifying premium in 
the computation of his total income in respect of the previous 
year; 

Provided that the amount which may be so deducted shall not 
exceed the sum of five thousand rupees, or one-tenth of his 
gross total income, whichever is less: 

Provided further that any annuity payable to the Individual 
shall be deemed to be his earned income to the extent to which it 
is attributable to the amount in respect of which deduction has 
been allowed under this section and chargeable to tax accordingly. 

(2) Subject to sub-section (3) and any rules made by the 
Board in this behalf, the Commissioner shall not approve a 
contract unless he is satisfied that it does not— 

(a) provide for the payment during the life of the 
Individual of any sums except sums payable by way of an¬ 
nuity to the individual; or 

(b) provide for the annuity payable to the individual 
to commence before he attains the age of fifty-eight or 
after he attains the age of sixty-eight; or 

(c) provide for the payment of any other sums except 
sums payable by way of annuity to the individual’s widow 
or widower and any sums which, in the event of no annuity 
becoming payable either to the individual or to a widow 
or widower of the individual, are payable to the individual’s 
legal representative by way of return of premiums, by way 
of reasonable interest on premiums and by way of bonus out 
of profits; or 

(d) provide for the payment of annuity, if any, pay¬ 
able to a widow or widower of the individual to be of a 
greater annual amount than that paid or payable to the 
individual; or 

(e) provide for the payment of any annuity otherwise 
than for the life of the annuitant, 
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and that it does include a provision that no annuity payable 
under it shill be capable in whole or in part of surrender, 
commutation or assignment. 

(3) The Commissioner may, if he thinks fit, and subject 
to any conditions the Board may, by rules, prescribe and sub¬ 
ject to any conditions he thinks proper to impose, approve a 
contract, notwithstanding that the contract provides for one or 
more of the following matters, that is to say,— 

(a) for the payment after the individual’s death of an 
annuity to a dependant other than the widow or widower 
of the Individual; 

(b) for the payment to the individual of an annuity 
commencing before he attains the age of fifty-eight, if the 
annuity is payable on his becoming incapable through 
infirmity of mind or body of being actively engaged in his 
profession or any profession of a similar nature for which 
he is trained or fitted; 

(c) for the annuity payable to any person to continue 
for a specified term (not exceeding ten years), notwltn- 
standing his death within that term; 

(d) in the case of an annuity which is to continue for 
such specified term, for the annuity to be assignable by 

will. 

( 4 ) The foregoing provisions of this section .shall apply in 
relation to a contribution (bv whatever name called) to a fund 
approved by the Commissioner as they apply in relation to any 
premium under an annuity contract so approved, provided the 
fund satisfies also the conditions set out below and any other 
conditions which the Board may, by rules, prescribe, namely:— 

(a) the fund shall be a fund established in India under 
an irrevocable trust for the benefit of individuals engaged 
in any profession referred to in sub-section (f); 

(b) the fund shall have for its sole purpose the provi¬ 
sion of annuities for individuals engaged in such profession 
on attaining a specified age or on their becoming Incapa¬ 
citated prior to attaining such age, or for the widow, child¬ 
ren or dependants of such persons on their death; 

(c) all annuities, pensions and other benefits granted 
from the fund shall be payable only In India. 
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(5) The Commissioner may, at any time, after giving a 
reasonable opportunity of showing cause against the proposed 
withdrawal to the persons by and to whom premiums are pay¬ 
able under any contract for the time being approved under this 
section, or to the trustees of any fund so approved, withdraw 
the approval. 

(6) Notwithstanding anything contained in sub-sections 
(1) and (4), no deduction under this section shall be allowed 
In the case of any individual— 

(i) whose gross total income includes unearned income 

of more than ten thousand rupees; or 

(ii) who is entitled to any pension or is participating 

in any pension or superannuation scheme. 

(7) The deduction under this section shall be made In com¬ 
puting the earned income of the assessee included in his gross 
total income, so, however, that the amount of deduction shall 
not in any case exceed the amount of the income computed 
under the head “Profits and gains of business or profession”, 
included in the gross total income. 

(8) Any annuity payable under an approved contract 
referred to in sub-section (1) or from any fund referred to in 
sub-section (4), to a person other than the individual who pays 
the premium or makes the contribution and any interest on 
premiums or bonus out of profits payable to such person, shall 
be deemed to be his unearned Income to the extent It is attri¬ 
butable to the amount of deduction allowed under sub-section 
(1) and chargeable to tax accordingly. 

(9) Where any payment by way of annuity or otherwise 
is made by a person to whom premiums or contributions are 
payable imder sub-section (f) or sub-section (4), such person 
shall, subject to any rules made by the Board in this behalf, 
deduct from the total amoimt so paid during any financial year, 
tax at such rate or rates in force In that year as would be 
applicable to such amount, if it were the total income and shall 
pay the amount so deducted to the credit of the Central Gov¬ 
ernment within the prescribed time and in such manner as the 
Board may direct and the provisions of section 201 shall, so far 
as may be, apply to such person if he does not deduct, or after 
deducting fails to pay, such tax. 

{10) Where a deduction under this section Is claimed and 
allowed for any assessment year in respect of any payment, 
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relief shall not be given in respect of It under any other provi¬ 
sion of this Act for the same or a later assessment year nor (in 
the case of a payment under an annuity contract) in respect of 
any other premium or consideration for an annuity under the 
same contract. 

(11) (a) The Board may, by notification in the Official 
Gazette, make rules for carrying out the purposes of this 
section. 

(b) In particular and without prejudice to the generality 
of the foregoing power, such rules may— 

(i) prescribe the statements and other information to 
be submitted along with an application for approval; 

(ii) prescribe the returns, statements, particulars or 
information which the Income-tax Officer may require 
from a person by and to whom premiums or contributions 
are payable under this section; 

(in) provide for the assessment by way of penalty of 
any consideration received by an individual for an assign¬ 
ment of, or creation of a charge upon, any annuity or 
other sum receivable by him under any contract or from 
any fund approved for the time being under this section; 
and 

(iv) provide for securing such further control over the 
approval granted under this section and administration of 
fimds approved under this section as it may deem requisite. 

80F. (1) Where an individual, being a resident, who is not 
a citizen of India, has expended any sum in the previous year 
out of his Income chargeable to tax for the full time education 
of his child wholly or mainly dependent on him and who is not 
more than twenty-one years of age, at any University, college, 
school or other educational institution situate in a country out¬ 
side India, he shall, in accordance with and subject to the pro¬ 
visions of this section, be allowed a deduction of the amount 
specified in sub-section (2) in the computation of his total 
income. 

(2) The amount referred to in sub-section (I) shall be— 

(i) in the case of an individual who has one such child, 
one thousand five hundred rupees; and 

(ii) in the case of an Individual who has more than one 
such child, three thousand rupees. 


Deduc¬ 
tion In 
respect of 
educational 
expenses 
In certain 
cases. 
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(») If the gross total income of the assessee includes earn¬ 
ed income chargeable under any head, the deduction under sub¬ 
section (I) shall, to the extent possible, be made in computing such 
earned Income and, as to the balance, If any, in computing any 
other income; and if there Is no earned income, the deduction 
shall be made in computing any other income imder any head. 


80G. (1) In computing the total income of an assessee, Deduc- 
there shall be deducted, in accordance with and subject to the pt 

provisions of this section, an amount equal to fifty per cent, of donations 
the aggregate of the sums specified in sub-section ( 2 ). 

charitable 

( 2 ) The sums referred to in sub-section (1) shall be thej^stltu- 
foUowlng, namely:— 

(a) any sums paid by the assessee in the previous year 
as donations to— 


tlons, etc. 


the National Defence Fund set up by the Central 
Government; or 

(ii) the Jawaharlal Nehru Memorial Fund refer¬ 
red to In the Deed of Declaration of Trust adopted by 
the National Committee at its meeting held on the 17th 
day of August, 1964; or 

(iii) the Prime Minister’s Drought Relief Fund; or 

(iv) any other fund or any Institution to which 
this section applies; or 

(v) the Government or any local authority, to be uti¬ 
lised for any charitable purpose; 

(b) any sums paid by the assessee in the previous year 
as donations for the renovation or repair of any such tem¬ 
ple, mosque, gurdw«ra, church or other place as Is notified 
by the Central Government in the Official Gazette to oe of 
historic, archaeological or artistic importance Or to be a 
place of public worship of renown throughout any State or 
States. 


(3) No deduction shall be allowed under sub-section (1) n 
the aggregate of the sums referred to m sub-section ( 2 ) is let* 
than two hundred and fifty rupees. 

(4) The deduction under sub-section (1) shall not oe 
allowed In respect of such part of the aggregate of the sums 
referred to in sub-clauses (iu) and ( 11 ) of clause (a) and in 
clause (b) of sub-section ( 2 ) as exceeds ten per cent, of the 
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gross total income (,as reduced by any portion tbereof on which 
income-tax is not payable under any provision of this Act and 
by any amount in respect of which the assessee is entitled to 
a deduction under any other provision of this Chapter), or two 
hundred thousand rupees, whichever is less; 

Provided that where such aggregate includes any sums 
referred to in clause (b) of sub-section (2) and such aggregate 
exceeds the limit of two hundred thousand rupees specified in 
this sub-section, then such limit shall be raised to cover that 
portion of tho donation which is equal to the difference between 
such aggregate and the said limit, so, however, that the hmit 
so raised shall not exceed ten per cent, of the assessee’a gross 
total income as reduced as aforesaid, or five hundred thousand 
rupees, whichever is less. 

[5) This section applies to donations to any institution or 
fund referred to in sub-clause (iu) of clause (a) of sub-section 
( 2 ), only if it is established in India for a charitable purpose 
and if it fulfils the following conditions, namely:— 

{i) where the institution or fund derives any income, such 
income would nut be liable to inclusion in its total income 
under the provisions of sections 11 and 12 or clause ( 22 ) of 
section 10 : ' 

' . -jMii 

(ii) the instiument under which the institution or fund 
is constituted does not, or the rules governing the institution 
or fund do not, contain any provision for the transfer or 
application at any time of the whole or any part of the in¬ 
come or assets of the institution or fund for any purpose 
other than a charitable purpose; 

(iii) the institution or fund is not expressed to be for 
the benefit of any particular religious community or caste; 

(iv) the institution or fund maintains regular accounts 
of its receipts and expenditure; and 

(u) the Institution or fund is either constituted as a 
public charitable trust or Is registered under the Societies 
Registration Act, 1860, or under any law corresponding to 21 of i 860 , 
that Act in force in any part of India or under section 25 of 
the Companies Act, 1956, or is a University established by 1 of 1956 . 
law, or is any other educational institution recognised by 
the Government or by a University established by law, or 
affiliated to any University established by law or is an insti¬ 
tution financed wholly or in part by the Government or a 
local authority. 
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Explanation l.—An institution or fund established for the 
benefit of Scheduled Castes, backward classes, Scheduled Tribes 
or of women and children shall not be deemed to be an institution 
or fund expressed to be for the benefit of a religious community 
or caste within the meaning of clause liii) of sub-section (5). 

Explanation 2.—For the removal of doubts, it is hereby de¬ 
clared that a deduction to which the assessee is entitled in res¬ 
pect of any donation made to an institution or fund to which sub¬ 
section (5) applies shall not be affected merely by reason of the 
fact that subsequent to the donation any part of the income of 
the institution or fund has become chargeable to tax due to non- 
compliance with any of the provisions of section 11. 

Explanation 3.—In this section, “charitable purpose” does 
not include any purpose the v/hole or substantially the whole of 
which is of a religious nature 

(6) If the gross total income of the assessee includes earned 
income chargeable under any head, the deduction under sub¬ 
section (1) shall, to the extent possible, be made in computing 
such earned income and, as to the balance, if any, in computing 
any other income; and if there is no earned income, the deduc¬ 
tion shall be made in computing any other income under any 
head. 


C.—Deductio-ns in respect of certain incomes 

80H. (1) Where the gross total income of any assessee inclu¬ 
des any profits and gains derived from any industrial undertak¬ 
ing to which this section applies, there shall be allowed, In 
accordance with and subiect to the provisions of this section, a 
deduction from such profits and gains of an amount equal to 
fifty per cent, thereof in computing the total income of the 
assessee, so, however, that the amount of the deduction under 
this section shall not, in any case, exceed one hundred thousand 
rupees. 

(2) This section applies to any industrial undertaking which 
fulfils all the following conditions, namely:— 

Ji) it is not formed by the splitting up, or reconstruction, 
of a business already in existence; 

(ii) it is not formed by the transfer to a new business of 
a building, machinerv or plant previously used for any 
purpose: 
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(in) it has begun or begins to manufacture or produce 
articles in any part of India at any time within a period of 
three years next following the 1st day of April, 1967; 

(iv) it employs, on every working day throughout the 
previous year, fifty or more workers in a manufacturing 
process (whether carried on with or without the aid of 
power); and 

(v) it employs displaced persons or repatriates or 
members of the families of displaced persons or repatriates 
(all such employees being, hereinafter, referred to as rehabi¬ 
litated employees) and the daily average number of rehabi¬ 
litated employees, as certified by the prescribed authority, la 
not less than sixty per cent, of the dally average number of 
all the persons employed in the undertaking, throughout the 
previous year: 

Provided that, In computing the daily average number 
of rehabilitated employees for the purposes of this clause, 
any such employee who had, at the time of his first employ¬ 
ment in the undertaking, completed the age of 40 years shall 
not be taken into account. 

Ea:planation 1.—“Member of the family”, in relation to 
any person who is a displaced person or repatriate, means 
any member of the family of such person if such member 
was, before his employment in the undertaking, dependent 
on such person. 

Explanation 2.—“Daily average number”, in relation to 
rehabilitated employees or, as the case may be, all the per¬ 
sons employed in the undertaking, shall be taken to be the 
number arrived at by dividing the aggregate of the number 
of rehabilitated employees or, as the case may be, the total 
number of persons employed in the undertaking on each 
working day of a month by the total number of working days 
in that month. 


(3) The provisions of this section shall, in relation to an 
industrial undertaking, apply to the assessment for the assess¬ 
ment year relevant to the previous year in which the under¬ 
taking begins to manufacture or produce articles, and the nine 
assessment years immediately succeeding. 
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801. (]) In the case of a company to which this section 
applies, where the gross total income includes any profits and 
gains attributable to any priority industry, there shall be al¬ 
lowed, in accordance with and subject to the provisions of this 
section, a deduction from such profits and gains of an amount 
equal to eight per cent, thereof, in computing the total Income 
of the company 

(2) This ction applies to a domestic company, save In a 
case where si’.-'n company is a company which is referred to in 
section 108 and has a gross total income of fifty thousand rupees 
or less. 

(3) Where a company to which this section applies is 
entitled also to the deduction under section 80H, the deduction 
under sub-section (1) of this section shall be allowed with 
reference to the amount of the profits and gains attributable 
to the priority industry or industries as reduced by the deduc¬ 
tion under section 80H in relation to such profits and gains. 

80J. (1) Where the gross total Income of an assessee in¬ 
cludes any profits and gains derived from an industrial under¬ 
taking or a ship or the business of a hotel, to which this section I 
applies, there shall, in accordance with and subject to the pro-* 
visions of this section, be allowed, in computing the total In¬ 
come of the assessee, a deduction from such profits and gains 
of— 

(i) an amount equal to such profits and gains as re¬ 
duced by the aggregate of the deductions, if any, admissi¬ 
ble to the assessee under section 80H and section 801 , or 

(ii) the amount specified in sub-section (2), 

whichever is less, so, however, that where the amount referred 
to in clause (ii) is equal to the amount referred to in clause 
({), the amount to be deducted under this section shall be the 
amount referred to in clause (ii). 

(2) The amount referred to in clause (ii) of sub-section 
(1) shall be— 

(A) in respect of the assessment year relevant to the 
previous year in which the undertaking begins to manu¬ 
facture or produce articles or to operate the cold storage 
plant or plants or the ship is first brought into use or the 
business of the hotel starts functioning (such assessment 
year being hereafter, in this section, referred to as the 
initial assessment year), the amount calculated at the rate 
of six per cent, per annum on the capital employed in the 
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undertaking or ship or business of the hotel, as the case may 
be, computed in the prescribed manner; 

(B) in respect of each of the four assessment years im¬ 
mediately succeeding the initial assessment year, the aggre¬ 
gate of the following amounts, namely;— 

(i) the amount calculated at the rate of six per 
cent, per annum on the capital employed in the under¬ 
taking or ship or business of the hotel, as the case may 
be, computed in the prescribed manner; and 

(ii) the amount of the deficiency, if any, in relation 
to the assessment year, referred to and computed in 
accordance with the Earplanation to this sub-section; 

(C) in respect of each of the assessment years imme¬ 
diately succeeding the last one of the assessment years 
referred to in clause (B), not being an assessment year 
subsequent to the seventh assessment year as reckoned 
from the end of the Initial assessment year, the amount of 
the deficiency, if any, In relation to such assessment year, 
referred to and computed in accordance with the Explana~ 
tion to this sub-section. 

Explanation.—The amount of the deficiency in rela¬ 
tion to an assessment year (not being the initial assess¬ 
ment year) shall be taken to be the amount, if any, by 
which the sum specified in clause (a) falls short of the 
sum specified in clause (b), such sums being— 

(a) the aggregate of the amount^ of the profits 
and gains derived from the industrial undertaking or 
ship or business of the hotel, as the case may be. Included 
in the total income (as computed without applying the 
provisions of section 64 and before making any deduction 
under Chapter VIA or section 2800) of the previous 
years relevant to each of the assessment years (not 
being an assessment year prior to the initial assessment 
year or an assessment year prior to the assessment year 
commencing on the 1st day of April, 1967) immediately 
preceding the assessment year aforesaid; and 

(b) the aggregate of the amounts calculated at the 
rate of six per cent, per annum on the capital employed 
In the industrial undertaking or ship or business of the 
hotel, as the case may be, computed in the prescribed 
manner In respect of the previous years relevant to 
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each of the assessment years (not being an assessment 
year prior to the initial assessment year or an assess¬ 
ment year prior to the assessment year commencing on 
the 1st day of April, 1967 or an assessment year subse¬ 
quent to the fourth assessment year as reckoned from 
the end of the initial assessment year) immediately 
preceding the assessment year aforesaid. 

(3) In the case of an assessee being a co-operative society,— 

(i) the provisions of sub-section (2) shall have effect 
as if in clause (B) thereof, for the words ‘‘four assessment 
years”, the words “six assessment years’’ had been substi¬ 
tuted; and 

(ii) the provisions of the Explanation to sub-section 
(2) shall have effect as if in clause (b) for the words 
“fourth assessment year”, the words “sixth assessment 
year” had been substituted. 

(4) This section applies to any Industrial undertaking 
whi«h fulfils all the following conditions, namely:— 

(i) it is not formed by the splitting up, or the recons¬ 
truction, of a business already in existence; 

(ii) It Is not formed by the transfer to a new business 
of a building, machinery or plant previously used for any 
purpose; 

(Hi) it manufactures or produces articles, or operates 
one or more cold storage plant or plants, in any part of 
India, and has begun or begins to manufacture or produce 
articles or to operate such plant or plants, at any time 
within the period of twenty-three years next following the 
1st day of April, 1948, or such further period as the Central 
Government may, by notification in the Official Gazette, 
specify with reference to any particular industrial under¬ 
taking; 

(iv) In a case where the industrial undertaking manu¬ 
factures or produces articles, the undertaking employs ten 
or more workers In a manufacturing process carried on 
with the aid of power, or employs twenty or more workers 
In a manufacturing process carried on without the aid of 
power: 

Provided that the condition in clause (i) shall not apply 
in respect of any industrial undertaking which is formed as a 
result of the re-establishment, reconstruction or revival by 
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the assessee of the business of any such industrial ijndertaking 
as IS referred to in section 33B, in the circumstances and within 
the period specified in that section. 

(5) This section applies to any ship, where all the follow¬ 
ing conditions are fulfilled, namely: — 

(i) it is owned by an Indian company and is wholly 
used for the purposes of the business carried on by it; 

(ii) It was not, previous to the date of its acquisition 
by the Indian company, owned and used m Indian terri¬ 
torial waters by a person resident in India; and 

(Hi) it is brought into use by the Indian company at 
any time within a period of twenty-three years next fol¬ 
lowing the 1st day of April, 1948. 

(6) This section applies to the business of any hotel, where 
all the following conditions are fulfilled, namely: — 

(a) the business of the hotel starts functioning on or 
after the Ist day of April, 1961, and is not formed by the 
splitting up, or the reconstruction, of a business already 
in existence or by the transfer to a new business of a 
building previously used as a hotel or of any machinery 
or plant previously used for any purpose; 

(b) the business of the hotel is owned and carried on 
by a company registered in India with a paid-up capital 
of not less than five hundred thousand rupees; 

(c) the hotel has such number and types of guest 
rooms and provides such amenities as may be prescribed, 
having regard to the population and the tourist Importance 
of the place in which the hotel is located; and 

(d) the hotel is for the time being approved for the 
purposes of this sub-section by the Central Government. 

Explanation.—^Where— 

(a) in the case of an industrial undertaking, any build¬ 
ing, machinery or plant, or any part thereof previously 
used for any purpose, or 

(b) in the case of the business of a hotel, any build¬ 
ing, or any part thereof, previously used as a hotel, or any 
machinery or plant, or any part thereof, previously used 
for any purpose. 
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Is, in either case, transferred to a new business, and the total 
value of the building, machinery or plant or part so transferred 
does not exceed twenty per cent, of the total value of the build¬ 
ing, machinery or plant used in the business, then, for the 
purposes of clause (ii) of sub-sectlon (4) and clause (a) of 
sub-section (6), the condition specified therein shall be deemed 
to have been complied with and the total value of the build¬ 
ing, machinery or plant or part so transferred shall not be 
taken Into account in computing the capital employed in the 
industrial undertaking or the business of the hotel. 

(7) The Central Government may, after making such in- 
(luiry as it may think fit, direct, by notification in the Official 
Gazette, that the exemption conferred by this section shall not 
apply to any class of Industrial undertakings with effect from 
such date as it may specify in the notification. 

80K. Where the gross total income of an assessee, being 
the holder of any share or shares in a company. Includes any 
income by way of dividends paid or deemed to have been paid 
to him by the company in respect of such share or shares, 
there shall, subject to any rules that may be made by the 
Board in this behalf, be allowed, in computing his total Income, 
a deduction from such income by way of dividends of an 
amount equal to such part thereof as Is attributable to the 
profits and gains derived by the company from an industrial 
undertaking or ship or the business of a hotel, on which no 
tax is payable by the company under this Act for any assess¬ 
ment year commencing prior to the Ist day of April, 1968, or 
in respect of which the company is entitled to a deduction 
under section 80J. 

BOL. (1) Where, in the case of any assessee, the amount 
of his income by way of dividends Included in hi# gross total 
Income does not exceed five hundred rupees, there shall, in 
accordance with and subject to the provisions of this section, 
be deducted, in computing the total income of the assessee, 
the whole of the Income by way of dividends from an Indian 
company or Indian companies included in the gross total in¬ 
come. 

(2) In a case where the asse.ssee is entitled also to the 
deduction under section 80K. in relation to the whole or any 
part of the income by way of dividends referred to in sub¬ 
section (I), the deduction under sub-section (I) shall be al¬ 
lowed in respect of such income as reduced by the deduction 
under section 80K. 
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80M. (1) Where the gross total income of an assessee 
being a company includes any income by way of dividends 
received by it from a domestic company, there shall, in accor¬ 
dance with and subject to the provisions of this section, be 
allowed, in computing the total income of the assessee, a deduc¬ 
tion from such inc'ome by way of dividends of an amount equal 
to— 

(a) where the asscaecc is a 
foreign company— 

(0 in respect of such 
income by way of 
dividends received 
by it from an Indian 
company which is 
not such a company 
as is referred to in 
section io8 and 
which is mainly en¬ 
gaged In a priority 

industry 8o per cent, of such income; 

(u) in respect of such 
income by way of 
dividends other than 
the dividends refer¬ 
red to in sub-clause 

(0 . . . 6o per cent, of such income; 

(b) where the assesSee is a 
domestic company— 

in respect of any such 
income by way of 

J'V dends ■ 6o per cent, of such income. 

Explanation .—For the purposes of this section, a company 
shall be deemed to be mainly engaged in a priority industry if 
the income attributable to any such industry or industries 
included in its gross total income for the previous year is not 
less than fifty-one per cent, of such gross total income. 

(2) Where a company to which this section applies is entitl¬ 
ed also to the deduction under section 80K or section SOL, the 
deduction under sub-section (1) of this section shall be allowed 
in respect of Income by way of dividends referred to therein 
as reduced by any such income in relation to which the com¬ 
pany is entitled to a deduction under section 80K or section 
SOL. 

SON. Where shares in a foreign company have been allot¬ 
ted to an assessee being an Indian company in consideration 
of any patent, invention, model, design, secret formula or pro¬ 
cess. or similar property right, or information concerning in¬ 
dustrial, comn'ercial or scientific knowledge, experience or skill 
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made available or provided or agreed to be made available or 
provided to the foreign company by the assessee, or in consi¬ 
deration of technical services rendered or agreed to be ren¬ 
dered to the foreign company by the assessee, under an agree¬ 
ment approved by the Central Government in this behalf 
before the 1st day of October of the relevant assessment year, 
and any income by way of dividend on such shares is included 
in the gross total income of the assessee, there shall be allowed 
a deduction from such Income of an amount equal to sixty per 
cent, thereof, in computing the total income of the assessee. 

800. Where the gross total income of an assessee being an 
Indian company includes any income by way of royalty, com- ppapgctrif 
mission, fees or any similar payment received by it from a royalties, 
foreign company in consideration for the use of any patent, 
invention, model, design, secret formula or process, or similar 
property right, or information concerning industrial, conuner- fgreipn 
cial or scientific knowledge, experience or skill made available ■'omponies 
or provided or agreed to be made available or provided to the 
foreign company by the assessee, or in consideration of techni¬ 
cal services rendered or agreed to be rendered to the foreign 
company by the assessee, under an agreement approved by the 
Central Government in this behalf before the 1st day of Octo- 
oer of the relevant assessment year, Ihero shall be allowed a 
deduction from such income of an amount equal to sixty per 
cent, thereof, in computing the total Income of the assessee. 

80P. (i) Where, in the case of an assessee being a co-opera¬ 
tive society, the gross total income includes any income refer- 
red to In sub-section (2), there shall be deducted, in accordance respect or 
with and subject to the provisions of this section, the sums ra'lopera- 
specifled in sub-section (2), in computing the total income of tive 
the assessee. .societies 

(2) The sums referred to in sub-section (1) shall be the 
following, namely: — 

(a) in the ca.se of a co-operative society engaged in— 

(i) carrying on the business of banking or providing 

credit facilities to its members, or 

(ii) a cottage industry, or 

(in) the marketing of the agricultural produce of 
its members, or 

(iv) the purchase of aKricnltural implements, .seeds, 
live-stock or other articles intended for agriculture for 
the purpose of supplying them b-. its members, or 
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(u) the processing, without the aid of power, of th* 

agricultural produce of its members, 

the whole of the amount of profits and gains of business 
attributable to any one or more of such activities; 

(b) in the case of a co-operative society, being a pri¬ 
mary society engaged in supplying milk raised by its mem¬ 
bers to a federal milk co-operative society, the whole of 
the amount of profits and gains of such business; 

(c) in the case of a co-operative society engaged in 
activities other than those specified in clause (a) or clause 
(b) [either independently of, or in addition to, all or any 
of the activities so specified], so much of its profits and 
gains attributable to such activities as does not exceed fifteen 
thousand rupees; 

(d) in respect of any income by way of interest or 
dividends derived by the co-operative society from its in¬ 
vestments with any other co-operative society, the whole 
of such income; 

(e) in respect of any income derived by the co-opera¬ 
tive society from the letting of godowns or warehouses 
for storage, processing or facilitating the marketing of com¬ 
modities, the whole of such income; 

(/) in the case of a co-operative society, not being a 
housing society or an urban consumers’ society or a society 
carrying on transport business or a society engaged In the 
performance of any manirfacturtng operations with the aid 
of power, where the gross total income does not exceed 
twenty thousand rupees, the amoimt of any Income by way 
of interest on securities chargeable under section 18 or any 
income from house properly chargeable under section 22. 

Explamtion.^FoT the purposes of this section, an “urban 
consumers’ co-operative society” means a society for the benefit 
of the consumers within the limits of a municipal corporation, 
mv.nicipality, municipal committee, notified area committee, 
town area or cantonment. 

(^) In a case where the assessee is entitled also to the 
Qeduction under section 80H or section 80J, the deduction 
under sub-section (1) of this section, In relation to the sums 
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specified in clause (a) or clause (b) or clause (c) of sub-section 
(2), shall be allowed with reference to the income, if any, as 
referred to in those clatises Included in the gross total Income 
as reduced by the deductions under section 80H and section 80J- 

(4) Nothing contained in this section shall apply to a co¬ 
operative society carrying on insurance business in respect of 
the profits and gains of that business computed in accordance 
with section 44. 

80Q. Where the gross total income of an assessee who is a 
member of a co-operative society includes any income by way of 
dividends received by him from the society, the whole of such 
income shall be allowed as a deduction in computing his total 
income. 

BOR Where the gross total income of an individual who is 
a citizen of India includes any remuneration received by him 
outside India from any University or other educational Insti¬ 
tution established outside India or such other association or 
body established outside India as may be notified in this behalf 
by the Central Government in the Official Gazette, for any 
.service rendered by him during his stay outside India in his 
capacity as a professor, teacher or research worker In such 
University, institution, association or body, there shall be 
allowed a deduction from such remuneration of an amount 
equal to fifty per cent, thereof, in computing the total income 
of the individual: 

Provided that where the individual renders continuous 
service outside India in such University, Institution, association 
or body for a period exceeding thirty-six months, no deduction 
under this section shall be allowed in respect of the remunera¬ 
tion for such service relating to any period after the expiry of 
the thirty-six months aforesaid. 

80S. Wheie the gross total income of an assessee not being 
a company includes any income by way of compensation or 
other payment which is chargeable as the profits and gains of 
business or profession in accordance with the provisions of 
clause (ii) oL section ?S, there shall bo allowed, in computing 
the total income of the assessee, a deduction from such income 
of an amount equal to twenty-five per cent, thereof, so, how¬ 
ever, that the amount of the deduction under this section shall 
not, in any case, exceed one hundred thousand rupees. 
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80T. Where the gross total income of an assessee not being 
a company includes any income chargeable under the head 
"Capital gains" relating to capital assets other than short-term 
capital assets (such income being, hereinafter, referred to as 
long-term capital gains), there shall be allowed, in computing 
the total income of the assessee, a deduction from such income 
of an amount equal to, 

(a) in a case where the gross total income does not 
exceed ten thousand rupees or where the long-term capital 
gains do not exceed five thousand rupees, the whole of 
such long-term capital gains; 

(b) in any other case, five thousand rupees as increas¬ 
ed by a sum equal to— 

(i) forty per cent, of the amount by which the 
long-term capital gains relating to capital assets, being 
buildings or lands, or any rights in buildings or lands, 
exceed five thousand rupees; 

(ii) sixty per cent, of the amount by which the 
long-term capital gains relating to any other capital 
assets exceed five thousand rupees: 

Provided that in a case where the long-term capital 
gains relate to buildings or lands, or any rights in buildings 
or lands, as well as to other assets, the sum referred to in 
sub-clause (ii) of clause (b) shall be taken to be— 

(.A) where the amount of the long-term capital 
gains relating to the capital assets mentioned in sub¬ 
clause (i) is less than five thousand rupees, sixty 
per cent, of the amount by which the lo'ng-term capital 
gains relating to any other capital assets exceed the 
difference between five thousand rupees and the amount 
of the long-term capital gains relating to the capital 
assets mentioned in sub-clause (i); and 

(B) where the amount of the long-term capital gains 
relating to the capital assets mentioned in sub-clause 
(i) is equal to or more than five thousand rupees, sixty 
per cent, of the long-term capital gains relating to any 
other capital assets.’. 

14. Omit sections 81, 82, 83, 84, 85, 85A, 85B and 85C. 

15. Chapter VIII .— 

(a) For “Rebates and relieis”, substitute “Relief in respect 
OF Income-tax”; 

(b) Omit “A.— Rebate of income-tax”, sections 87, 87A and 
88, and "B .— Relief for income-tax''. 
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16. SecUon 104,—In the Explanation to sub-section (4), for “in¬ 
cluded In its total income for the relevant previous year”, substitute 
“included in its gross total income for the relevant previous year”. 

17. Section 109.— 

(a) For “For the purposc,s of sections 104, 105 and 107A”, 
substitute “For the purposes of .sections 104, 10.5 and 107A and this 
section”; 

(b) in clause (i),— 

(i) for "total income of a company”, substitute “gross 
total income of a company”; 

(ii) for sub-clause (c), substitute— 

“(c) any sum with reference to which a deduction 
is allowable to the company under the provisions of 
section 80G;”; 

(iii) for sub-clause (d), sub.stitute— 

‘(d) losses under the head “Capital gains” relating 
to capital assets other than short-term capital assets;'; 

(iv) in sub-clause (h) , for “included in the total income’’^ 
substitute “included in the gross total income”; 

(c) in clause (ii), for “total income”, substitute “gross total 
income”; 

(d) in clause (Ha), for "total income”, in both places, substi¬ 
tute “gross total income”; 

(e) in clause (iii), for “total income”, in all place.s, substitute 
“gross total income"; 

(/) after clause (iii), insert— 

‘(iv) “gross total income” means the total income com¬ 
puted in accordance with the provisions of this Act before 
making any deduction under Chapter VIA.’, 

18. Chapter XII.— 

(a) Omit section 112; 

(b) in section 112A,— 

(i) in clause (b), omit “plus”: 

(ii) omit clause (c); 

(iii) in Explanation 2, for “sections 112, 114 and 193”. 
substitute “section 193”; 
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(c) omit section 114, 

19. Section 197. —For sub-section (3), substitute— 

“(3) Where the principal officer of a company considers that, 
by reason of the provisions of section 80K, the whole or any 
portion of the dividend referred to in section 194 will be deduc¬ 
tible in computing the total income of the recipient, he may, 
before paying the dividend to the shareholder or issuing any 
cheque or warrant in respect thereof, make an application to 
the Income-tax Officer to determine the appropriate proportion 
of the dividend to be deducted under the provisions of section 
80K; and on such determination by the Income-tax Officer no 
tax shall be deducted on such proportionate amount.”. 

20. Section 236.—In Explanation 2,— 

(a) for “the total income assessed for that year”, substitute 
“the total income (as computed before making any deduction 
under Chapter VIA) assessed for that year”; 

(b) in clause (i), for “the said total income”, substitute “its 
total income”; 

tc) for clause (iii), substitute— 

“(iii) any sum with referencf- to which a deduction is 
allowable to the company under the provisions of section 
80G; and”; 

(d) in clause (o), for “total Income”, substitute “total 
income (as computed before making any deduction under Chapter 
VIA)”. 

21. Section 2S0B. —In clause (I),— 

(a) in sub-clause (b)(u), omit “and”; 

(b) after sub-clause (b) (in), insert— 

"(uii) any income arising outside India in a country the 
laws of which prohibit or restrict the remittance of money 
to India;”. 

22. Section 280X. —In the proviso to sub-section (I),— 

(i) in clause (a), for “seventy y'ears”, substitute “sixty year#”; 

(ii) in clause (b). for “rupees”, substitute “rupees; or”; 
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(Hi) after clause (?’), insert— 

“(c) the annuity deposit required to be made does not exceed 
one hundred rupees; or 

(d) the deficiency does not exceed an amount equal to ten 
per cent, of the annuity deposit required to be made or one 
hundred rupees, whichever is higher.”. 

23. Section 395 .—In clause (e) of sub-section (2), for “under clause 
(i) of sub-section (3) of section 87 or clause (i) of sub-section (4) of 
section 80A, as the case may be”, substitute “under clause (i) of sub¬ 
section (4) of section 80C”. 

24. Fourth Schedule.—In rule 7 of Part A, for “section 80A or 
as the case may be, to a deduction from the amount of income-tax 
with which he is chargeable on his total income of an amount of 
income-tax determined in accordance with section 87”, substitute 
“section 80C”. 

25. Fifth Schedule.—-For “fSee sections 33(/) (iii) (c), 80E and 
85A]”, substitute “[See sections 33(I)(b)(B)(i) and 80B(7)]”. 
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STATEMENT OF OBJECTS AND REASONS 

The object of this Bill is to give effect to the financial proposals 
of the Central Government for the financial year 1967-68 and to 
provide for certain connected matters. Opportunity has been taken 
to simplify and rationalise the provisions of the Income-tax Act and 
other enactment, with respect to direct taxes. The notes on clauses 
explain the various provisions contained in the Bill. 


New Delhi; MORARJI DESAI. 

The 25th May, 1967. 


PRESIDENT’S RECOMMENDATION UNDER ARTICLES 117 AND 
274 OF THE CONSTITUTION OF INDIA 

[Copy of letter No, F.4(2)-B/67, dated the 25th May, 1967 from 
Shri Morarji Desai, Deputy Prime Minister and Minister of PTnance 
to the Secretary. Lok Sabha.] 

The President having been informed of the subject matter of the 
proposed Bill, recommends under article 117 (1) and (3) read with 
article 274(1) of the Constitution of India, the introduction of the 
Finance (No. 2) Bill, 1967 to the Lok Sabha and also recommends 
to the Lok Sabha the consideration of the Bill. 

2. The Bill will be introduced in the Lok Sabha Immediately 
after the presentation of the Budget on the 25th May, 1907. 
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Notes on clauses 

Clause 2 prescribes the rates at which income-tax (including sur¬ 
charges, where applicable) is to be charged on income liable to tax 
for the current assessment year 1967-68. It also prescribes the rates 
at which income-tax is to be deducted at source during the current 
hnancial year on incomes liable to such deduction under the Income- 
tax Act, and the rates at which ‘advance tax’ is to be computed in 
relation to incomes on which such tax is to be paid during the current 
financial year. 

Rates of income-tax for the assessment year 1967-68.— 
In respect of incomes of all categories of assessees (corporate as well 
as non-corporate) liable to tax for the current assessment year 1967- 
66, the rates of income-tax in clause 2 read with Part I of the First 
Schedule to the Bill are the same as provided in the Finance Act, 
1966, subject to certain modillcations. The main modification in the 
rates of income-tax in the I'inance Act, 1966, in relation to the cur¬ 
rent assessment year 1967-68, is in respect of the rebates of income-tax 
granted with reference to exports. In consequence of the devaluation 
of the rupee with effect from the 6th June, 1966, the Bill provides that 
these rebates would be available only with reference to exports or 
sales to exporters made before the date of the devaluation, and not in 
relation to exports or sales to exporters made during the post- 
devaluation period. 

The Finance Acts of earlier years, up to and inclusive of the Fin¬ 
ance Act of 1966, provided for the levy of tax on ‘Salary’ incomes at 
the rates prescribed by the Finance Act of the preceding assessment 
year. Such provision was made to secure that in cases where the 
assessee had only salary income and had paid income-tax thereon by 
deduction at source during the relevant financial year at the current 
rates of income-tax, no further demand of tax or a refund of tax 
might be necessitated on applying the higher or lower rates of tax 
prescribed by the Finance Act of the year in which such income fell 
due for assessment. The Bill provides for the levy of tax o'n the 
salary as well as non-salary income liable to tax lor the assessment 
year 1967-68, at the same rates of tax. 

Part II of the First Schedule prescribes the rates for deduction of 
tax at source during the financial year 1967-68 from interest on 
securities, other interest, dividends, fees or other remuneration for 
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professional services, brokerage and commission, etc. In the case of 
brokerage and commission payments to residents, the tax is to be 
deducted at source at the rate of 15 per cent. In respect of dividends 
paid to a foreign company by a closely-held Indian company mainly 
engaged m a priority industry, the rate of tax to be deducted at 
source is 14 per cent, of the dividend, and in respect of dividends 
paid to a foreign company by any other domestic company, the rate 
IS 28 per cent. These rates represent the effective rates of tax, under 
the rate schedule in Part III of the First Schedule, on such inter¬ 
corporate dividends after allowance of the deduction under the new 
section SOM in Chapter VIA of the Income-tax Act, as sought to be 
replaced with effect from 1st April, 1968 by clause 33 of the Bill read 
with item 13 of the Third Schedule. In respect of all other payments, 
including payments to residents by way of interest other than interest 
on securities, or fees and other remuneration for professional services 
(which together with brokerage and commission payments, are pro¬ 
posed to be brought within the scope of the provisions fur deduction 
of tax at source by section 194A proposed to be inserted in the 
Income-tax Act by clause 30 of the Bill), the rates for deduction of 
tax at source in the Bill are the same as in Part II of the First 
Schedule to the Finance Act, 1966. 

As a step towards rationalising our tax system, the principle fol¬ 
lowed in the Bill in regard to the rates of taxes is that any changes in 
the rates should apply prospectively only to current incomes which 
are liable to tax in the succeeding assessment year, and not retros¬ 
pectively to incomes which arose in the past year. Part III of the First 
Schedule prescribes the rates for deduction of tax at source from 
‘Salaries' and for the computation of ‘advance tax' payable during 
the current financial year. These rates are basically the same as are 
applicable for the levy of tax on income liable to tax for the assess¬ 
ment year 1967-68, subject to the under-mentioned provisions for 
granting certain reliefs. 

(a) A resident individual (whether unmarried or married) 
whose total income does not exceed Rs. 10,000 and who incurs any 
expenditure towards maintenance of one or more of his parents 
or grand-parents mainly dependent on him will be entitled to a 
fixed allowance of Hs, 400 for the year; tax relief will be calcu¬ 
lated on this amount at the rate of 5 per cent, applicable to the 
initial slab of income, 

(b) At present, unearned Incomes (exclusive of interest on 
securities and dividends on units of the Unit Trust of India, in 
the case of individuals and Hindu undivided families) up to 
Rs. 15.000 do not bear the unearned income surcharge. The Bill 
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proposea to increase Itie limit up to which such unearned incomes 
do not bear surcharge Irom Ra. 15,000 to Rs. 30,000. Unearned 
income in the slab of Rs. 30,001 to 50,000 and in the slab over 
Rs. 50,000 v-ill continue to bear surcharge at the existing rate of 
20 per cent, and 25 per cent., respectively, of the income-tax 
thereon. 

(c) At present, widely-held domestic companies whose total 
income does not exceed Rs. 25,000 are chargeable to tax at the 
concessional rate of 45 per cent, of their total income as against 
55 per cent, in the case of widely-held domestic companies whose 
total income exceeds Rs. 25,000. The Bill proposes to extend the 
concessional rate of 45 per cent, to such companies whose total 
income does not exceed Rs. 50,000. 

Clause 3 prescribes the rates at which annuity deposits in respect 
of incomes liable to tax for the current as.sessment year 1967-G8 and 
also in relation to current incomes liable to tax for the succeeding 
assessment year 1968-69 will be required to be made by individuals 
and Hindu undivided families, unregistered firms and associations of 
persons under the provisions of Chapter XXIIA of the Income-tax 
Act. These rates are ihe same as those under the Finance Act, 1966. 

Clause 4 seeks to make certain amendments to section 2 of the 
Income-tax Act, 

Suh-clavse (a) seeks to inseit a new clause (lA) in sec¬ 
tion 2 of the Income-tax Act. The new clause defines the term 
‘amalgamation’. The proposed, delinition is broadly 011 the 
lines of the existing definition of the term ‘amalgamation’ 
contained in the Explanation to section 33 (3) of the Income- 
tax Act, with certain modifications. The proposed definition 
makes it clear that the term ‘amalgamation’ means the merger 
of one or more companies with an existing company as well as 
the merger of two or more companies to form a new company. 
One of the conditions laid down in the existing definition, in 
the Explanation to section 33(3) is that shareholders holding 
not less than nine-tenths in value of the shares in the amalga¬ 
mating company immediately before the amalgamation should be¬ 
come shareholders of the amalgamated company by virtue of 
the amalgamation. This condition had the effect of excluding 
from the scope of the definition a case of amalgamation where 
a company A holds more than 10 per cent, of the shares in ano¬ 
ther company B, and company B amalgamates with company 
A. The proposed new definition, makes it clear that in compu¬ 
ting the 9/lOths in value of the sharc.s for the purposes of this 
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provision, shares held immediately before the amalgamation 
by, or by a nominee for, the amalgamated company or its subsi¬ 
diary will be excluded. Consequently, the specific provision in 
the existing definition in the Explanation to section 33(3) that 
amalgamation would include the merger of a subsidiary com¬ 
pany in the holding company where the whole of the share 
capital of the subsidiary company is held by the holding com¬ 
pany or its nominee, which has become superfluous, has been 
omitted in the new definition. 

Sub-clause (h) seeks to insert a new clause (37A) in sec¬ 
tion 2 of the income-tax Act. Clause (37A) defines the expres¬ 
sion ‘rate or rates in force’ and ‘rates in force’ in relation to 
an assessment year or financial year for the purposes of calcu¬ 
lating or computing income-tax to be charged, or deducted at 
source or paid as ‘advance tax’, under the different provisions 
of the Income-tax Act, to mean the rate or rates of income-tax 
specified in this behalf in the Finance Act of the relevant year. 

Sub-clause (c) seeks to amend clause (42A) of section 2 
of the Income-tax Act. The amendment proposed to be made 
by sub-clause (c)(i) is consequential to the amendment of 
section 49 by clause 20 of the Bill. 

Sub-clause seeks to msert a new sub-clause (,c) in 

clause t'i2A) of section 2. The effect of this new sub-ciause 
will be that in determining the period ior which the assessee 
has held a capital asset being a share or shares in an Indian 
company which became his property, in a scheme of amalgama¬ 
tion, the period for wiiich the share or shares in the amalgama¬ 
ting company were held by him will also be included. 

Clause 5 seeks to amend clause (2’() of section 10 of the Income- 
tax Act. The effect of this amendment will be that the exemption 
from tax in respect of income derived from a business of live-stock 
breeding or poultry or dairy farming, which was hitherto available 
in relation to the assessment years 1965-66, 1966-67 and 1967-68, will 
now continue on an mdefinite basis. 

Clause 6 seeks to amend sub-section (2) of section 23 of the 
income-tax Act. The effect of this amendment will be that the 
annual value of a property which is in the occupation of the owner 
for the purposes of his own residence will be limited to ten per 
cent, of the assessee’s other income (i.e., all his Income other than 
the Income attributable to such self-occupied property) as compu¬ 
ted before allowing the deductions under Chapter VIA of the In¬ 
come-tax Act and the deduction for annuity deposit. 
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Clause 7 seeks to amend section 29 of the Income-tax Act. This 
amendment is consequential to the proposed Insertion of new sec¬ 
tion 43 A. in the Income-tax Act by clause 17 of the Bill. 

Clause S sp^'ks to amend clause (2) of the Explanation to clause 
(iii) of suh-''p”tion fll of section 32 of the Income-tax Act. The 
effect of this -mendmont will be that the transfer in a scheme of 
amalgams tin ■ of any capital asset by the amalgamating company 
to the amaljamated company which is -an Indian comnanv will not 
be regarded as a sale for the mirnose of section 32fl)(iiil rela¬ 
ting to the grant of a ‘terminal allowance’, or the pro^dslons of sub¬ 
section (2) or sub-''ection f31 of section 41 of the Income-tax Act 
relating to the levy of a ‘balancing charge*. 

Clause 9 seeks to substitute sub-section (31 of section 33 of the 
Income-tax .Act by a new sub-section The substituted sub-section 
is substantially the same as the existing sub-section, except for a 
'ew verbal and drafting changes which are consequential to the 
insertion of a new definition of ‘amalgamation’ in section 2 of the 
Income-tax Act by clause 4(al of the Bill 

Clausa 10 seeks to substitute sub-sec+ion (5) of section 33A of 
the Income-tax Act hv a new sub-section. The substituted sub¬ 
section makes only a few verbal a^^d drafting changes in the exis¬ 
ting nrovisions of sub-section (.1), which are consequential to the 
insertion of a new definition of ‘amalgamation’ in section 2 of the 
Income-tax Act bv clause of tho Pill 


Clause 11 seeks to insert a new section 33B in the Income-tax 
Act The effect of the proposed new section will be that where the 
bu'^iness of any industrial undertaking (which manufactures or pro¬ 
duces articlesl carried on by the assessee in India is discontinued 
in any previous year because of extenHyp damage to or destruc¬ 
tion of, any building, machinery p''ant or furniture owned by the 
assessee and used for thp purpo-es of such business, ns a direct re¬ 
sult of any of the .specified circurr-stances, and within a period of 
three vearg from the end of that previous year the bu.siness is re¬ 
established, reconstructed or readved by the assessee, he shall be¬ 
come eligible for a deduction by wav of ‘rehabilitation allow¬ 
ance’ of an amount equal to sixty per cent, of the amount of the 
‘terminal allowance’ due to him under section 32(l)(iii) of the 
fneome-tax A t, in respect of the building, machinery, plant or fur¬ 
niture which is so damaged or destroyed. The deduction will be 
allowed in computing bis profits and gains of the previous year In 
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which the business is re-established, reconstructed or revived. The 
specified circumstances referred to above are— 

(i) flood, typhoon, hurricane, cyclone, earth-quake or other 
convulsion of nature; or 

(ii) riot or civil disturbance; or 

(Hi) accidental fire or explosion; or 

(in) action by an enemy or action taken in combating an 
enemy (whether with or without a declaration of war). 

Clause 12 seeks to substitute the Explanation to clause (1) of 
sub-section (2) of section 34 by a new Explanation. This amend¬ 
ment is consequential to the amendment proposed to be made In 
section 47 of the Income-tax Act by clause 19 of the Bill. The 
effect of this amendment will be that where a capital asset is trans¬ 
ferred by a company to another company (which is an Indian com¬ 
pany) in a scheme of amalgamation, then, in determining whether 
the aggregate of all deductions in respect of depreciation exceeds 
the actual cost of the capital asset to the assessee, depreciation 
allowed in respect of the transferred asset to the amalgamating 
company will also be taken into account. 

Clause 13 seeks to insert a new sub-section (5) in section 35 of 
the Income-tax Act. The effect of this amendment will be that 
where, in a scheme of amalgamation, the amalgamating company 
sells or otherwise transfers to the amalgamated company (which is 
an Indian company) any asset representing expenditure of a capital 
nature on scientific research, the amalgamating company will not be 
allowed any deduction under section 35(2)(ii) or 36(2)(iii) of the 
Income-tax Act on account of any deficiency arising on the transfer. 
The provisions of section 35 will, however, continue to apply to the 
amalgamated company as they would have applied to the amalga¬ 
mating company if the latter had not so sold or otherwise transferred 
the asset. 

Clause 14 seeks to insert a new sub-section (6) in section 35A of 
the Income-tax Act. The effect of this amendment will be that 
where, in a scheme of amalgamation, patent rights or copyrights 
referred to in section 35A are sold or otherwise transferred by the 
amalgamating company to the amalgamated company which is an 
Indian company, the provisions of section 35A (3) relating to the 
grant of ‘terminal allowance’ and the provisions of section 35A(4) 
relating to the ‘balancing charge’ will not apply to the amalgamating 
company. The provisions of the said section 35A will, however, 
continue to apply to the amalgamated company as they would have 
applied to the amalgamating company If the latter had not sold or 
otherwise transferred the rights. 
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Clause 15 seeks to amend clause (ix) of sub-section (1) of section 
36 of the Income-tax Act. This amendment is consequential to the 
amendment proposed to be made in section 35 of the Income-tax Act 
b,y clause 13 of the Bill 

Clause 16 seeks to amend section 43 of the Income-tax Act. 

Sub-clause (i) seeks to insert a new Explanation 7 in clause 
(1) of section 43. The effect of this Explanation will be that 
where, in a scheme of amalgamation, any capital asset is trans¬ 
ferred by the amalgamating company to the amalgamated com¬ 
pany which is an Indian company, the ‘actual cost’ of the 
transfoired capital asset to the amalgamated company will be 
taken at the same amount as would have been taken in the case 
of the amalgamating company had it continued to hold the 
capital asset for the purposes of its bu.siness. 

Sub-alause (ii) seeks to insert a new Explanation 2A in clause 
(6) of section 43. The effect of this Explanation will be that 
where, in a scheme of amalgamation, any capital asset is trans¬ 
ferred by the amalgamating company to the amalgamated 
company which is an Indian company, the ‘written down value’ 
of the transferred capital asset to the amalgamated company 
will be taken at the same amount as would have been taken in 
the case of the amalgamating company had It continued to hold 
the asset for the purposes of its own business. 

Clause 17 seeks to insert a new section 43A in the Income-tax 
Act. The proposed section 43A, in substance secures that where an 
assessee had acquired any capital asset from a country outside India 
for the purposes of his business or profession on deferred payment 
terms or against a foreign loan, before the date of devaluation of the 
rupee, the additional rupee iiabilitv incurred by him in meeting the 
instalments of the cost of the asset nr of the foreign loan, as the 
case may be, falling due for payment after the date of devaluation, 
will be allowed to be added to the original actual cost of the asset 
for the purpose of calculating the allowance on account of depre¬ 
ciation in computing the profits for the assessment year 1967-68 and 
subsequent assessment years. Similar increase in the original actual 
cost will be allowed to be made in respect of capital assets acquired 
by the assessee to be used in scientific research related to the class 
of business carried on by him or patent rights or copyrights acquired 
from abroad or any capital asset acquired by a company for the 
purpose of promoting family planning amongst its employees. 
Further, in computing the capital gains arising to the assessee on 
the sale or transfer of a capital asset acquired by him from abroad 
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on deferred payment terms or against a foreign loan, the additional 
rupee liability incurred by him in repaying the instalments of the 
cost or the foreign loan, as the case may be, after the date of 
devaluation of the rupee, will be added to the original actual cost of 
the asset. The proposed section also secures that where there is a 
decrease in the rupee liability of the asse sec in respect of assets 
acquired by him from abroad, due to a change In the exchange value 
of the rupee, the original actual cost of the asset will be corres¬ 
pondingly reduced. 

The additional rupee liability Incurred on imported capital assets 
or, as the case may be, any decrease in such liability, 
in the circumstances stated in the earlier paragraph will not, how¬ 
ever, be taken into account in computing the actual cost of the 
asset for the purpose of deduction on account of development rebate. 

Clause 18 seeks to amend section 44 of the Income-tax Act. This 
amendment is consequential to the proposed insertion of new section 
43A in the Income-tax Act by clause 17 of the Bill. 

Clavsc 19 seeks to amend section 47 of the Income-tax Act by the 
in.sertion of two new clauses, namelv, clause (vil and clause (vH). 
The effect of the new clause (vil will be that no capital gain or loss 
will be computed wdth reference to the transfer of a capital asset, 
in a .scheme of amalgamation, by the amalgamating company to the 
amalgamated company which is an Indian company. Clause (vll) 
similarly seeks to secure that no capital gain or loss will be com¬ 
puted with reference to the transfer, by a shareholder, In a scheme 
of amalgamation, of a share or shares held by him In the amalga¬ 
mating company, in consideration of the allotment to him of any 
share or shares in the amalgamated company which is an Indian 
company. 

Clause 20 seeks to amend section 40 of the Income-tax Act. 
These amendments are consequential to the amendment proposed to 
be made in section 47 of the Income-tax Act by clause 10 of the 
Bill The amendment made by sub-clause (Ufa) seeks to secure that 
where, in a scheme of amalgamation, anv capital asset is trans¬ 
ferred bv the amalgamating company to the amalgamated company 
which is an Indian company, the cost of acquisition to the amalga¬ 
mated company of the assets so transferred shall be deemed to be 
the cost for which the.se assets were acquired by the amalgamaung 
company. 

The amendment made by suh-clau.se (i) (h) is of a consequential 
nature. 

The amendment made by sub-clause 011 seeks to secure that 
where the capital asset, being a share or shares in an amalgamated 
company which is an Indian company, became the property of the 



Stc. 2 ] ME GAZEin’E OF INDIA EXTHAORDINARY 291 

assessee in consideration ol the transier ol a share or shares held 
by him in the amalgamating company, in a scheme of amalgamation, 
the cost ol acquisition to him ol the shares m the amalgamated 
company shall be taken to be the cost of acquisition to him of the 
share or shares in the amalgamating company. 

Clause Z1 seeks to amend section 55 of the Income-tax Act. 
These ainencLments aie consequential to the amendments proposed 
to be made m section 49 by clause 20 of the Bill. 

Clause 22 seeks to amend section 72 of the Income-tax Act. 

Suh-clause {i) seeks to add a proviso to sub-section (1) of 
section 72. This enables the carry-forward and set off of any 
loss sustained in the business of an industrial undertaking 
carried on by the assessee in India, which after its discontinuance 
in the circumstances speciiied in section 33B (proposed to be 
inserted m the Income-tax Act by clause 11 of the Bill) is re¬ 
established, reconstructed or revived by the assessee within the 
three-year pexiod referred to in that section. Such loss will be 
carried forward to the assessment year relevant to the previous 
year in which che business is so re-established, reconstructed or 
revived, and set off against the profits and gains of the assessee 
from that business or any other business carried on by him in 
that yeaj and so on ior a period ol seven years next following, 
subject to the condition that the re-estabhshed, reconstructed or 
revived business continues to be carried on by the assessee, 

Suh^cLause (u) seeks to amend sub-section (3) of section 72. 
This amendment is consequential to the amendment proposed 
to be made by sub-clause fi) above. 

Clause 23 seeks to intioduce, with effect from 1st April, 19G6, a 
new section bOF in Chapter VIA of the Income-tax Act. The effect 
of the proposed section 80F will be that in the case of a resident In¬ 
dividual, who is a citizen of India, and who receives remuneration 
from any foreign university or other educational institution or such 
other foreign association or body as may be notified in thh, behalf by 
the Central Government in the Official Gazette, for rendering 
service outside India as a professor, teacher or research worker in 
such university, institution, association or body, a deduction will be 
allowed in an amount equal to fifty per cent, of such remuneration 
ill computing his total income. However, if the Individual renders 
continuous service outside India in such university, institution, 
asiociatlon or body for a period exceeding 36 months, he wffl not be 
entitled to the above-mentioned deduction in respect of his foreign 
remuneration for such service relating to any period after the expiry 
of the aforesaid 36 month.s. 
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Clause 24 seeks to amend section 84 of the Income-tax Act. 

Sub-clause (a) seeks to substitute, with retrospective effect, 
sub-section (1) of that section. The effect of the substituted 
sub-section will be that the ‘tax holiday’ under section 84 of the 
Income-tax Act, m the case of newly established industrial 
undertakings and hotels (owned by compames), on the profits 
and gams up to six per cent per annum of the average capital 
employed in the undertaking or the hotel, will be extended to 
profits and gams derived by an Indian company from the plying 
of ships. 

Sub-clause (b)(i) seeks to substitute, retrospectively, clause 
(ill) of sub-section (2) of section 84 of the Income-tax Act. The 
effect of the substituted provision will be that an industrial 
undertaking operating a cold storage plant m India will also be 
entitled to the ‘tax holiday’ under section 84 

The amendment pioposed to be made by sub-clause (b)(ii) 
is consequential to the amendment proposed to be made by 
sub-clause (b)(i). 

Sub-clause (b)(iit) seeks to insert a proviso to sub-sectlon (2) 
of section 84 The effect of the proviso will be that an industrial 
undertaking which is formed as a result of the re-establishment, 
reconstruction or revival by the assessee of the business of any 
such industrial undertaking as is referred to in the 
proposed section 33B, in the circumstances and 
within the period specified in that section, will not 
be disentitled to the ‘tax holiday’ under section 84 by 
reason morel 3 ' of the fact that such undertaking is formed by 
the splitting up, or reconstruction of a business, which was 
formerly In existence. 

Siib-cla\Lse (c) seeks to substitute sub-section (3) of section 
84 by a new sub-section The sub-section as substituted omits 
the existing condition that the hotel building should be owned 
Dy the Indian company in order to be eligible for the ‘tax holiday’ 
concession. Further, an Indian company running the business 
of a hotel will be eligible tor the ‘tax holiday’ even in a case 
where the hotel premises were, before their transfer to the 
company, used for any purpose other than as premises for run¬ 
ning a hotel. 

Sub-elause (d) seeks to insert a new sub-section (3A) in 
section 84. The proposed sub-section lays down various condi¬ 
tions which have to be fulfilled before the profits and gains 
dciived by an Indian company from the plying of a ship or ships 
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can qualify for the tax concession under this section. These 
conditions are that— 

(a) the ship should be owned by an Indian company 
and wholly used by it for the purposes of its business; 

(b) the ship, previous to the date of its acquisition by 
the Indian company, should not have been owned and used 
in Indian territorial waters by a person resident in India; 
and 

(c) the ship should have been brought into use by the 
Indian company at any time within a period of twenty- 
three years next following 1st April, 1948. 

The amendment proposed to be made by sub-clause (e) is 
consequential to the amendment proposed to be made by sub¬ 
clause (a) of this clause. 

The amendment proposed to be made by sub-clause (f) is 
consequential to the amendment proposed to be made by sub¬ 
clause (b)(i) of this clause. 

The amendment proposed to be made by sub-clause (g) i» 
of a drafting nature. 

Sub-clause (h) seeks to insert a new sub-section, namely, 
sub-section (9) in section 84. The proposed sub-section seeks 
to provide that m relation to a ship, the provisions of section 84 
shall apply to the assessment for the assessment year relevant 
to the previous year in which the ship is brought into use by the 
Indian company and the four assessment years next following. 

Clause 25 seeks to amend section 85 of the Income-tax Act with 
retrospective effect. This amendment is consequential to the exten¬ 
sion of the ‘tax holiday’ provisions of section 84 of the Income-tax 
Act to profits and gams der-ived from the plying of a ship, by clause 
24 of the Bill, The effect of this amendment will be that dividends 
from an Indian company which are attributable to its profits and 
gains derived from the plying of a ship, which are exempt from tax 
under the provisions ol section 84, will be exempt from tax in the 
hands of the shareholders. 

Clause 26 seeks lo amend section 88 of the Income-tax Act. The 
effect of this amendment will be that donations to the Prime 
Minister’s Drought Relief Fund will be eligible for rebate of tax 
without the operation of the ordinary ceiling limit over the quali¬ 
fying amount, applicable to other charitable donations, namely, ten 
per cent, of the total income of the donor or Rs. 2 lakhs, whichever 
is less. 

Clause 27 seeks to make certain amendments in Chapter XIII 
of the Income-tax Act with a view to facilitating the organisation of 
work in the Income-tax Department on functional basis. 
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Sub-clause (1) seeks to substitute a new sub-section for the 
existing sub-section (2) of section 121 of the Income-tax Act. 
The new sub-section (2) empowers the Board, by general or 
special order in writing, to distribute and allocate the work on 
functional basis among two or more Commissioners of Income- 
tax having concurrent jurisdiction over the same area or the 
same persona or classes of persons or the same incomes or classes 
of Income or the same cases or classes of cases. 

Sub-clause (2) seeks to substitute a new section for section 
123 of the Income-tax Act. Under section 123 as substituted, it 
will be open to the Commissioner, by general or special order 
In writing, to distribute and allocate the work on functional 
basis among two or more Inspecting Assistant Commissioners 
having concurrent jurisdiction over the same area or the same 
persons or classes of persons or the same incomes or classes of 
income or the same cases or classes of cases. 

Stib-clausc (3) seeks to amend section 124 of the Income-tax 
Act. Sub-clause (3)(i) seeks to substitute new sub-sections for the 
existing sub-sections (1) and (2) of section 124. Under sub¬ 
jections (1) and (2), as substituted, it will be open to the Com¬ 
missioner Or the Inspecting Assistant Commissioner authorised 
by him in this behalf, by general or special order in writing, to 
distribute and allocate the work on functional basis amongst 
two or more Income-tax Officers having concurrent jurisdiction 
over the same area or the same persons or classes of persons or 
the same incomes or classes of Income or the same cases or 
classes of cases. The amendment made by sub-clause (3)(ii) is 
consequential to the proposed insertion of new section 130A in 
the Income-tax Act by sub-clause (7). 

Sub-clause (4) seeks to substitute a new section for section 
125 of the Income-tax Act. Under section 125, as substituted, it 
will be open to the Commissioner of Income-tax to direct, by 
general or special order, that specific functions vested in the 
Income-tax Officer by or under the Income-tax Act shall be 
performed by an Inspector of Income-tax or any member of the 
ministerial staff subordinate to the Commissioner or other lower 
Income-tax authorities, in respect of any specified area, case or 
class of cases, person or class of persons or class of Incomes, 
subject to such conditions, restrictions or limitations as may be 
specified by him in the order. However, the Commissioner may 
not assign to the Inspector of Income-tax or any member of the 
ministerial staff certain important functions of the Income-tax 
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Officer such as the function of summoning and examining wit- 
nesses, making searches and seizures, making of assessments, 
re-opening of assessments in cases of escapement of income, 
issue of recovery certificates, distress warrants or garnishee 
orders, levy of penalty, etc., unless the Board, by genf^-al or 
special order, authorises him to do so. 

Suh-clause (5) seeks to substitute a new section for .section 

127 of the Income-tax Act, Under section 127, as substituted, the 
Commissioner or the Board may transfer anv case from any 
Income-tax Officer or Income-tax Officers to any other Income- 
tax Officer or Income-tax Officers after following the procedure 
laid down in this behalf under the existing law The section 
further provides that where any case has been so transferred to 
two or more Income-tax Officers, the Board or the 
Commissioner or any Inspecting Assistant Commissioner 
authorised by him In this behalf, may, by general or special 
order in writing, distribute and allocate the work in such a case 
on functional basis among the Income-tax Officers to whom the 
case has been transferred. 

Sub-clause (6) seeks to substitute a new section for section 

128 of the Income-tax Act Section 128. as substituted, provides 
that Inspectors of Income-tax shall perform such functions in 
the execution of the Income-tax Act as are assigned to them bv 
the Commissioner by an order made under section 125(1) (b) 
fas propo.sed to be .substituted by sub-cl.ause (4)1 or otherwise 
or by any other Income-tax authority under whom they are 
appointed to work. 

Sub-clause (7) seeks to insert a new section 130A at the 
end of Chapter XIII-B of the Income-tax Act. The new section 
130A provides ihat in ,n case where two or more Income-tax 
Officers have concurrent jurisdiction over an assc.ssce, the 
Income-tax Officer to whom a particiilar function or functions 
have been assigned bv the Board or, as the case may ix', the 
Commissioner or Inspecting Assistant Commissioner, shall be 
the Income-tax Officer empowered to perform such function or 
functions in relation to that assessee. 

Clause 28 seeks to amend sub-section fl) of section 13R of the 
Income-tax Act, Under sub-section Cl), as amended, it will ho open 
to the Board or any other Income-tax authority specified b,y it by a 
general nr special order in this behalf to furnish nr cause to be fur¬ 
nished information relating to anv assessee in respect of any assess¬ 
ment made under the Income-tax Act (or the Indian Income-tax Act, 
1922) to any officer, authority nr body performing any functions under 
any law relating to the imposition of any tax, duty or ce.ss or to deal ■ 
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ings in foreign exchange where the Board or other Income-tax author¬ 
ity considers such information necessary for the purpose of enabling 
the officer, authority or body to perform his or its functions under 
that law. It will also be open to the Central Government to notify 
any officer, authority or body performing functions under any other 
law, and on such notification, the Board or any other Income-tax 
authority may furnish or cause to be furnished similar information 
relating to any asseseee to the officer, authority or body so notified. 

Clause 29 seeks to amend sub-section (4) of section 172 of the 
Income-tax Act, This amendment is consequential to the proposed 
insertion of new clause f37A) in section 2 of the Income-tax Act by 
clause 4(b) of the Bill. 

Clause 30 seeks to make certain amendments in Chapter XVII 
of the Income-tax Act. 

Sub-clause (1) seeks to omit the Explanation to section 193 
of the Income-tax Act. This amendment is consequential to the 
proposed insertion of new clause (37A) in section 2 of the 
Income-tax Act by clause 4(b) of the Bill. 

Sub-clause (2) seeks to insert a new section 194A in the 
Income-tax Act. Under the proposed section 194A, every person, 
other than an individual or a Hindu undivided family, who is 
responsible for paying to a resident any income by way of broke¬ 
rage or commission, or fees or other remuneration for profes¬ 
sional services, or interest, other than ‘Interest on securities’ 
will be required to deduct therefrom income-tax at the ‘rates in 
force'. The deduction of tax will have to be made at the time of 
the credit of such Income to the account of, or the payment 
thereof (by whatever mode) to, the person entitled to peceive 
such income, whichever is earlier. However, deduction of tax 
will not be required to be made in a case where the person (not 
being a company or a registered firm) entitled to receive such 
income furnishes an affidavit (to the person responsible for pay¬ 
ing the income) declaring that his total income for the assess¬ 
ment year next following the financial year in which the income 
is credited or paid will be less than the minimum amount liable 
to tax in his case. Further, no deduction of tax will be required 
to be made under the provisions of this section if the income is 
credited or paid before 1st October, 1967 or If the amount of 
income credited or paid at any one time does not exceed, in the 
case of income by way of brokerage or commission, the sum of 
five hundred rupees, and in any other case, the sum of two 
hundred rupees. 

Sub-clause (3) seeks to replace section 190 of the Income-tax 
Act by a new section. Under the section as replaced, no deduc- 
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tion of tax will be required to be made by any person from any 
sums by way of interest on securities or dividends on shares 
or any other income payable to a corporation estab¬ 
lished by or under a Central Act which is, under any law for 
the time being in force, exempt from income-tax on its income, 
where such corporation is the owner of the securities or shares or 
has full beneficial intei'cst therein. Under the existing section 
19f), similar exemption from deduction of tax at source opera¬ 
tes in respect of sums payable to the Government or the Reserve 
Bank of India. 

Suh-clausc (4) seeks to amend section 197 of the Income-tax 
Act. '(’his amendment is consequential to the amendment sought 
to be made bv sub-clause (2). 

Siih-clanne (5) seeks to amend sections 198, 199, 200, 202 and 
205 of the Income-tax Act, These amendments are consequential 
to the amendment sought to be made by sub-clause (2), 

Suh-clciuse (6) .seeks to substitute section 203 of the Income- 
tax Act by a new section. This amendment is consequential to 
the amendment sought to be made by sub-clause (2). 

Sub-clause (7) seeks to amend section 204 of the Income-tax 
Act. This amendment is consequential to the amendment sought 
to be made by sub-clause (2). 

The effect of the amendments made by sub-clauses (4), (5), 
(6) and (7) will be that the existing provisions of the law relat¬ 
ing to the duties and liabilities of persons responsible for deduct¬ 
ing tax at source from payments by way of interest on securities, 
dividends, etc., as well as the penalties attaching for default in 
those duties and liabilities, will be made applicable muiatis 
mutandis to persons responsible for deducting tax at source from 
payments by \\'ay of brokerage or commission, fees or remunera¬ 
tion for pruf('ssional services or interest other than interest on 
sc'curitics, under the new section 194A proposed to be inserted in 
the Income-tax Act by sub-clause (2). 

Sub-clause (3) seeks to insert a new section 206A in the 
Income-tax Act. The proposed section 206A seeks to provide that 
every person responsible for paying any income referred to in 
section 194A, sought to be inserted in the Income-tax Act by sub- 
clause (2), shall, within thirty days of the end of each financial 
year, furnish in the prescribed form and verified in the prescribed 
manner a return showing the name and address of every person 
who has furnished to him an affidavit under the proviso to the 
aforesaid sedinn 194A(1)^ the amount of the income credited or 
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paid during the financial year to each such person, the time or 
times at which the same was paid or credited, and such other 
particulars as may be prescribed. 

Clause 31 seeks to amend sections 209 and 215 of the Income-tax 
Act. These amendments are consequential to the proposed insertion 
of section 194A in the Income-tax Act by clause 30(2) of the Bill, 

Clause 3" seeks to amend the First Schedule to the Income-tax 
Act. This amendment is consequential to the proposed insertion of 
new section 43A in the Income-tax Act by clause 17 of the Bill, 

Clause 33 seeks to make some further amendments, specified in 
the Third Schedule, in the Income-tax Act with effect from the 1st 
April, 1968. 

Item 7 of the Third Schedule seeks to insert a new clause (29) 
in section 10 of the Income-tax Act. The new clause seeks to ex¬ 
empt from tax an authority constituted u’nder any law for the time 
being in force for the marketing of commodities in respect of any 
income derived by such authority from the letting of godowns or 
warehouses for storage, processing or facilitating the marketing of 
commodities. This provision replaces the existing provision in sec¬ 
tion 03 of the Income-tax Act which, in consequence, is sought to 
be omitted from the Income-tax Act by Item 14 of this Schedule. 

Item 2 of the Third Schedule seeks to amend section 32 of the 
Income-tax Act. 

Clause (a) seeks to insert a new clause (v) in sub-section (1) 
of section 32. The new clause provides for the grant of an ‘initial’ 
depreciation allowance, in a sum equal to twenty-five per cent, of 
the actual cost of construction of a new building (the erection of 
which is completed after 31st March, 1967) to an Indian company, 
in a case where such building is used by the company as premises 
for running a hotel, and the hotel is for the time being approved 
in this behalf by the Central Government. The deduction will be 
allowed in respect of the previous year in which the erection of the 
building is completed or, if the building is first put to u.se in the 
immediately succeeding previous year, then, in respect of that pre¬ 
vious year. The ‘initial’ depreciation will not be deducted in deter¬ 
mining the written down value of the building for the grant of the 
normal depreciation allowance under section 32(1) (ii); the initial 
depreciation will, however, be taken into account for the purposes 
of the other provisions of the Income-tax Act, 

Clause (b) seeks to amend sub-section (2) of section 32 of the 
Income-tax Act. This amendment is consequential to the amend¬ 
ment proposed to be made by clause (a) of this item. 
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Item 3 of the Third Schedule seeks to amend section 33 of the 
Income-tax Act. 

Clause (a) seeks to substitute sub-scction (1) of section 33 by 
a new sub-section The new sub-scction (1) omits references to 
certain dates of acquisition of a ship or the installation of any 
machinery or plant, which have no relevance for the assessment 
year 1968-69 and subsequent assessment years; the provisions of 
the substituted sub-section have also been re-drafted so as to make 
them more easily comprehensible. The substantive change In the 
new sub-section consists in the grant of development rebate at the 
higher rates applicable to machinery or plant installed in a 
priority industry, to machineiy or plant installed after 31st March, 
1967 by an Indian company in premises used by it as a hotel, where 
the hotel is for the time being approved in this behalf by the Cen¬ 
tral Government, and to machinery or plant installed by any as- 
scssee after the aforesaid date, being an asset representing expen¬ 
diture of a capital nature on scientific research related to the busi¬ 
ness carried on by the assessee. The higher rates of development 
rebate in respect of the machinery or plant mentioned above are 
ihirtv-five per cent, of the actual cost of the machinery or plant to 
the assessee, where it is installed before 1st April, 1970 and twenty- 
five per cent, of such co.st, where it is installed after 31st March, 
1970. 

Clause (b) seeks to amend sub-section (2) of section 33 of the 
Income-tax Act. This amendment is consequential to the proposed 
substitution of the existing Chapter VIA of the Income-tax Act by 
a new Chapter VIA by item 13. 

Clause (c) seeks to amend sub-scction (61 of section 33. The 
effect of this amendment will be that the prohibition against the 
grant of development rebate in respert of machinery or plant ins¬ 
talled after 31st March, 1965 in any office premises or in any resi¬ 
dential accommodation, including guest houses, will not operate in 
respect of any machinery or plant installed after 31st March, 1967 
bv an Indian company carrying on business as a hotelier in premises 
used by it as a hotel, where the hotel is for the time being approved 
in this behalf by the Central Government. 

Item 4 of the Third Schedule seeks to amend sub-section (2) 
of section 33A of the Income-tax Act. This amendment is conse¬ 
quential to the substitution of the existing Chapter VIA of the In¬ 
come-tax Act by a new Chapter VIA by item 13. 

Item 5 of the Third Schedule seeks to make cert.ain amendments 
in sub-section (21 of section 35 of the Income-tax Agf, 



300 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II 


Clause (i) seeks to substitute the existing clause (i) of the said 
sub-section (2) by two new clauses, namely, clause (i) and clause 
(ia). Under the new clause (i), capital expenditure on scientific 
research related to the class of business carried on by the assessee 
which is incurred before the 1st April, 1967 will be allowed to be 
deducted over a period of five years, as under the existing law. The 
new clause (ia) provides that where such expenditure is incurred 
after the 31st March, 1967, the whole of such expenditure will be 
allowed as a deduction in the previous year in which such expen¬ 
diture has been incurred. 

The amendments made by clauses (h) and (iii) are consequential 
to the amendment made by clause (i). 

Hem 6 of the Third Schedule seeks to amend clause (viii) of 
sub-section (1) of section 36 of the Income-tax Act. This amend¬ 
ment is consequential to the substitution of the existing Chapter 
VIA of the Act by a new Chapter VIA by item 13. 

Item 7 of the Third Schedule seeks to amend sub-section (3) of 
section 41 of the Income-tax Act. This amendment is consequential 
to the amendment proposed to be made in section 35 of the Income- 
tax Act by item 5. 

Item 8 of the Third Schedule seeks to substitute a new proviso 
for the existing proviso to clause (1) of section 43 of the Income- 
tax Act. Under the proviso as substituted, the ‘actual cost’ of a 
motor car, for the purpose of calculating depreciation allowance, 
will not be limited to Rs. 25,000, as under the existing law, where the 
motor car is acquired after 31st March, 1967, and is used in a business 
of running it on hire as a tourist-taxi. 

Item 9 of the Third Schedule seeks to amend section 66 of the 
Income-tax Act. This amendment is consequential to the proposed 
omission of sections 87, 87A and 88 of the Act by item 15. 

Item 10 of the Third Schedule seeks to substitute sub-section 
(2) of section 71 of the Income-tax Act by two new sub-sections. 

The effect of the new sub-section (2) will be that any loss sus¬ 
tained by the assessee under any head of income other than ‘Capital 
gains’, which under the existing provisions of the Act cannot 
be set off against his income chargeable under the head ‘Capital 
gains’ except if the assessee so desires, will be set off against his 
income relating to capital gains from short-term capital assets. 

The effect of the new sub-section (3) will be that any loss sus¬ 
tained by the assessee from the transfer of any short-term capital 
asset, which under the existing provisions of the law cannot be set 
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oti against his 01 dinary income, will be set of! against such income. 
The effect of these two provisions will be that, for the purposes of 
set off of loss under one head against income under another, capital 
gams relating to short-term capital assets will be treated on par 
with ordinary income. 

Item 11 oj the Third Schedule seeks to amend section 72 of the 
Income-tav Act. This amendment is consequential to the amend¬ 
ment proposed to be made in section 71 of the Act by item 10. 

Item 12 of the Third Schedule seeks to amend section 74 of the 
Income-tax Act. This amendment is consequential to the amend¬ 
ment proposed to be made in section 71 of the Income-tax Act by 
item 10, 

Item 13 of the Third Schedule seeks to substitute a new Chapter 
fur Chapter VIA of the Income-tax Act. The new Chapter VIA 
seeks, inter alia, to replace the existing provisions for grant of full 
or partial lebate of tax at the average rate of tax or charging of 
tax at a concessional rate on certain items of income or payments, 
contained in Chapter VII, Chapter VIII and Chapter XII of the 
Income-tax Act, by provisions for allowing a straight deduction of 
the whole or a specified percentage of the amount qualifying for 
the rebate or concessional rate of tax, in computing the total in¬ 
come. The provisions of sections 80A to 80E of the existing Chap- 
' ter VIA also find a place in the new Chapter with certain modifica¬ 
tions. The new Chapter VIA also Incorporates certain new provi¬ 
sions. 

New section 80A lays down certain general principles which 
are relevant for the purposes of the deductions to be allowed in 
computing the total income under new sections 80C to 80T. In 
particular, section 80A(2) limits the aggregate of these deductions 
to the gross total income of the assessee, i.e., the total income as 
computed under the provisions of the Income-tax Act before 
making any deduction under Chapter VIA or for annuity deposit 
under .section 2800 of that Act and without applying the 
provisions of section 64 of that Act. Section 80A(3) provides that 
where a deduction has been allowed under new section 80G or 80H 
or 80J or 80K or 80L or 80S or SOT in computing the total income 
of a firm, association of persons or body of individuals, no deduction 
under the same section shall be allowed in computing the total 
income of a partner of the firm or a member of the association or 
body, in relation to his share in the income of the firm, association 
or body. 

New section 80B contains definitions of certain terms used in 
this Chapter. 
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New section 80C, relating to deductions in respect of life insu¬ 
rance premia, contributions to provident fund, etc., corresponds to 
the existing section 80A of the Income-tax Act, except for certain 
verbal or drafting changes and an increase in the limits of the 
amount qualifying for the deduction under that section. The new 
limits will be 30 per cent, of the gross total income or Rs. 15,000, 
whichever is less, in the case of an individual, and 30 per cent, of 
the gross total Income or Rs. 30,000, whichever is less, in the case 
of a Hindu undivided family. 

New section 80D, relating to deduction in respect of medical 
treatment of handicapped dependants, corresponds to the existing 
section 80B of the Income-tax Act, except for certain verbal or 
drafting changes. 

New section 80E, relating to deduction in respect of payments 
for securing retirement annuities, corresponds to the existing sec¬ 
tion 80C of the Income-tax Act, except for certain verbal or drafting 
changes. 

New section 80F provides for the deduction of a specified amount 
in the computation of the total income in the case of a resident 
Individual who is not a citizen of India, where such individual has 
incurred out of his income chargeable to tax any expenditure on the 
full time education of a child of 21 years or under, dependent on 
him, in a university, college or school or other educational institu¬ 
tion outside India. The specified amounts are Rs. 1,500 for each 
such child subject to a maximum amount of Rs. 3,000 in respect of 
two or more such children. This provision replaces the existing 
provision in section 87A of the Income-tax Act which, in conse 
quence, is sought to be omitted by item 15, 

New section 80G seeks to replace the existing section 88 of the 
Income-tax Act. The new section provides for a straight deduc¬ 
tion of 50 per cent, of the qualifying amount of donations in com¬ 
puting the total income of all categories of tax payers. In other 
respects, the provisions of the new section correspond to the pro¬ 
visions of the existing section 88 (as sought to be amended by clause 
26 of the Bill), which, in consequence, is sought to be omitted by 
item 15. 

New section 80H provides that in computing the total Income of 
any assessee whose ‘gross total income’ includes any profits and gains 
derived from a new industrial undertaking which satisfies all the 
conditions laid down in that section, a deduction will be allowed of 
a sum equal to fifty per cent, of the amount of such profits and gains, 
subject to a monetary ceiling over the deduction, of Rs. 1 lakh. This 
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deduction will be allowed in respect of the assessment year relevant 
to the previous year in which the undertaking begins to manufac¬ 
ture or produce articles, and the nine assessment years immediately 
succeeding, The deduction under this section will be available in 
respect of the profits and gains of a new industrial undertaking 
which fulfils all the following conditions, namely: — 

(i) it is not formed by the splitting up or reconstruction 
of a business already in existence; 

(ii) it is not formed by the transfer to a new business of 
a building, machinery or plant previously used for any pur¬ 
pose; 

(iii) it has begun or begins to manufacture or produce 
articles in any part of India at any time within the period of 
three years next following the 1st April, 1967; 

(in) it employs, on every working day throughout the 
previous year, fifty or more workers in a manufacturing process 
(whether carried on with or without the aid of power); 

(u) it employs displaced persons or repatriates or members 
of the families of displaced persons or repatriates, and the daily 
average number of such employees, as certified by the pros¬ 
cribed authority, is not less than sixty per cent, of the daily 
average of all the persons employed in the undertaking threvugh- 
out the previous year. In computing the daily average number 
of employees who are displaced persons or repatriates or mem¬ 
bers of the families of displaced persons or repatriates, any 
such employee who had completed the age of forty years at 
the time of his first employment in the undertaking will not 
be taken into account. 

The expressions ‘displaced person’ and ‘repatriate’ have been 
defined in clause (1) and clause (9), respectively, of new section 

SOB. 

The expression ‘member of the family’ in this section means 
any member of the family of a person who, before his employment 
in the undertaking, wa,s dependent on such person. 

New section 801 relating to deduction in respect of profits and 
gains from priority industries in the case of Certain companies seeks 
to replace the existing section 80E of the Income-tax Act. The only 
change of a substantive character which has been made in the new 
section consists in the extension of the concession available under 
the existing section 80E to profits and gains derived from the 
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business of a hotel carried on by an Indian company in a case where 
such hotel is for the time being appioved in this behalf by the 
Central Government. 

New section 80J seeks to replace section 84 of the Income-tax Act 
as proposed to be amended by clause 24 of the Bill. Under section 
80J, where the gross total income of an assessec includes any profits 
and gains from an industrial undertaking or ship or the business of 
a hotel to which this section applies, the profits and gains of such 
industrial undertaking or ship or the business of the hotel up to 6 
per cent, per annum of the capital employed therein will be allowed 
as a straight deduction in computing the total income of the assessee. 
Under the provisions of section 84, such income qualifies for a rebate 
of tax at the average rate of tax applicable to the total income of 
the assessee. 

Section 80,1 further provides for the carty-forward of any defi¬ 
ciency in the ‘tax holiday’ benefit from the assessment year 1967-68 
onwaids <0 the sub^-equent assessment years for being allowed as a 
straight deduction in computing the total inc-me of the assessee 
for such subsequent assessment years. Such carry-forward Is to be 
allowed up to the eighth assessment year commencing with the 
assessment year in which the industrial undertaking started pro¬ 
ducing articles or operating a cold storage plant cr the ship was 
brought into u.5e by the Indian company for the purpose of its 
business or, as the case may be, the business of the hotel started 
functioning. The ‘deficiency’ in the ‘tax holiday’ benefit is the 
amount by which the profits and gains derived from the industrial 
undertaking or ship or business of the hotel in each year falls short 
of six per cent, of the capital employed in the business. While the 
carry-forward and allowance of deficiency is, as stated above, 
permissible up to the 8th a.ssessment year from the year of commence¬ 
ment of the business, the deduction on account of profits and gains 
up to 6 per cent, of the capital employed is to be allowed, as under 
the present law, for a total period of 7 years from the year of 
commencement of the business in the case of a co-operative society, 
or 5 years in the case of any other assessee. 

In other respects, the provisions of section 80J are, in substance, 
the same as those of section 84, as proposed to be amended by 
clause 24 of the Bill, 

Where the industrial undertaking which is entitled to the 
deduction on account of ‘tax holiday’ under section 80J is 
entitled also to the deduction under section 80H or 
.section 801, the deductions under sections 80H and 801 will first 
be allowed from the profits of the industrial undertaking 
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and the deduction under section 80J will be allowed with reference 
to the balance of such profits remaining after the deductions under 
sections 80H and 801- 

Section 84 is, in consequence, proposed to be omitted by item 14- 

New section 80K seeks to replace the existing section 85 of the 
Income-tax Act, whereundor dividends attributable to the ‘tax 
holiday’ profits of a company qualify for rebate of tax in the hands 
ot the shareholder of the company. Instead of the rebate of tax 
allowed on such dividends under section 85 of the Income-tax Act, 
new section 80K provides that the entire amount of such dividends 
included in the ‘gross total income’ of the shareholder will be allowed 
as a deduction in computing his total income. Section 85 of the 
Income-tax Act is, in consequence, proposed to be omitted by item 
14. 

New section SOL provides that where in the case of any assessee, 
the income by way of dividends included in his gross total income 
does not exceed five hundred rupees, the entire amount of the 
income by way of dividends from an Indian company or companies 
will be allowed as a deduction in computing his total income. 

New section 80M seeks to replace section 85A of the Income-tax 
Act relating to grant of a partial rebate of tax on inter-corporate 
dividends i'n th^ hands of the company receiving the dividends. 
Under section 8&M, where the gross total income of a company 
includes income by way of dividends received by it from a domestic 
company, a specified percentage of such dividends will be allowed 
as a straight deduction in computing its total income. In the case 
of a foreign company receiving dividends from a closely-held Indian 
company which is mainly engaged in a priority indu.stry, the deduc¬ 
tion will be of an amount equal to 80 per cent, of such dividends, 
and 60 per cent, in respect of dividends received by jt from any 
other domestic company or companies. In the case of a domestic 
company, the deduction will be an amount equal to 60 per cent- 
of the dividends received by it from any other domestic company or 
companies. 

Where the company receiving the inter-corporate dividends is 
entitled also to the deduction under section 80K (relating to 
dividends attributable to ‘tax holiday’ profits of the company paying 
the dividends) or under section 80L (relating to deduction of divi¬ 
dends from Indian companies in cases where the total amount of 
dividends does not exceed Rs. 500), the deduction under section SOM 
will be allowed with reference to the amount of the dividends as 
reduced by the deductions under sections 80K and 80L. 
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Section 85 A of the Income-tax Act is, in consequence, proposed to 
be omitted by item 14. 

New section SON seeks to replace section 85B of the Income-tax 
Art relating to grunt of a partial rebate of tax on dividends received 
by an Indian company from a foreign company on shares in the 
foreign company allotted to it in consideration for the supply of 
technical know-how or technical services under approved agree¬ 
ments. Under section SON, 60 per cent, of such dividends will be 
allowed as a straight deduction in computing the total income of 
the Indian company. 

See don 85B of the Income-tax Act is, in consequence, sought to 
be omitted by item 14. 

New section 800 seeks to replace section 85C of the Income-tax 
Act relating to grant of a partial rebate of tax on income by way 
ol royalties, commission or tees I'eceived by an Indian company from 
a foreign company in consideration for the supply of technical know¬ 
how or technical sci vices under approved agreements. Under section 
800, 60 per cent, of such income will be allowed as a straight 
deduction in computing the total income of the Indian company. 

Section 85C of the Income-tax Act is, in consequence, sought to 
bo omitted by item 14. 

New section 80P seeks to replace section 81 of the Income-tax Act 
1 elating to the grant of a rebate of tax on certain categories of 
incomes of co-operative societies. Under section SOP, the amount of 
income which at present qualifies for rebate of tax will be allowed 
as a straight deduction in computing the total income of the co¬ 
operative society. The details of the income qualifying for this 
concession as well as the conditions under which it so qualifies, 
under the now section SOP remain the same as under the existing 
section 81. 

Section 81 of the Income-tax Act is, in consequence, sought to be 
omitted by item 14. 

New section 80Q seeks to replace section 82 of the Income-tax 
Act relating to grant of rebate of tax to a member of a co-operative 
society in respect of dividends received by him from the society. 
Under section 80Q, the whole of such dividends will be allowed as 
a straight deduction in computing the total income of the member 
of the co-operative society. 

Section 82 of the Income-tax Act is, in consequence, sought to be 
omitted by item 14. 
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New Hcction 80R replaces section 80F proposed to be inserted in 
the Income-tax Act, by clause 23 of the Bill. The provisions of 
section 80F, as explained in the note on clause 23, remain unchanged. 

New section 803 seeks to replace section 112 of the Income-tax 
Act i elating to the charging of tax at a concessional rate on income 
by way of compensation for the termination of a managing agency, 
etc., in the case of non-corporate assessees. Under section 80S, 25 
per cent, of such income will be allowed as a straight deduction in 
compuiing the total income of .such a.ssessee, subject to a ceiling 
limit of Rs 1 lakh over the amount of the deduction. 

Section 112 of the Income-tax Act is, in consequence, sought to 
be omitted by item 18. 

N( .V .section SOT seeks to replace section 114 of the Income-tax 
Act relating to the charging of t.ix at a concessional rate on income 
chargeable under the head ‘Capital gains’ in the case of nun- 
coipoiate asse.ssees. Under section 80T, a straight deduction will 
be allowed ot a specified pioportion of the long-term capital gains 
(i.e. capital gains relating to capital assets other than short-term 
capital asset,?) included in the gross total income of the assessoe in 
computing his total income. The amount of the deduction will be 
Rs 5,000 pin,? 40 pei tent, ol the amount by which the long-teim 
capital gains exceed Rs. 5,000, where thev relate to buildings or 
lands or any rights in buildings or lands. The deduction will be 
Rs. 5,000 pUcs 60 per cent, of the amount by which the long-term 
capital gains exceed Rs. 5,000, where these relate to any other 
assets. In a case where the capital gains relate to both categories 
of capital assets, namely, buildings or lands or any rights therein 
as well as any other capital assets, the initial amount of Rs. 5,000 
will be deducted in the first instance from the long-term capital 
gains relating to building.s or lands or rights therein; and where 
.such long-term capital gains are less than Rs. 5,000, the balance will 
be deducted from the long-term capital gains relating to other 
capital assets, before applying the percentage of 60 to the latter. 

In a case where the gross total income including the long-term 

capital gains does not exceed Rs. 10,000, or where the long-term 

capital gains do not exceed Rs. 5,000, the whole of the long-term 

capital gains will be allowed as a straight deduction in computing 

the total income. The provi.sion for charging a minimum tax at 
the rate of 15 per cent, of the long-term capital gains in excess of 
Rs. 5,000, which exists under the present law', will no longer be 
operative. 

Capital gains relating to short-term capital assets, which under 
the existing section 114, are subjected to tax at the average rate of 
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lax applicable to the aggregate of the ordinary income and the short- 
t( rm capital gains, will henceforth be treated on par with ordinary 
income. 

Section 114 of the Income-tax Act is, in consequence, sought to 
be omitted by item 18. 

Item 14 of the Third Schedule seeks to omit sections 81, 82, 83, 
84, 85, 85A, 85B and 85C of the Income-tax Act. These amendments 
are consequential to the new provisions proposed to be made in 
Chapter VIA of the Act by item 13. 

Item 15 of the Third Schedule seeks to make certain amendments 
to Chapter VIII of the Income-tax Act. These amendments are 
consequential to the new provisions propo.sed to be made in Chapter 
VIA by item 13. 

Item If) of the Third Schedule seeks to amend section 104 of the 
Incomc-tav Act, This amendment is consequential to the substi¬ 
tution of the existing Chapter VIA of the Act by a new Chapter by 
item 13. 

Item 17 of the Third Schedule seeks to make certain amendments 
in sc'ction 109 ot tlv' Income-tax Act, These amendments are either 
ot a drafting nature or are consequential to the substitution of the 
existing Chapter VIA of the Act by a new Chapter by item 13, 

Item IS of the Third Schedule seeks to make certain amendments 
in Chapter XII of the Income-tax Act. 

Clause (a) seeks to emit section 112 ot the Income-tax Act. This 
amendment is conscciuential to the replacement of the existing 
section 112 by section 80S m the new Chapter VIA proposed to be 
substituted for the existing Chapter VIA by item 13- 

Clause (b) seeks to amend section 112A of the Income-tax Act. 
These amendments are consequential to the amendments proposed 
to bo made by clause (a) and clause (c). 

Clause (c) seeks to omit section 114 of the Income-tax Act. This 
amendment is consequential to the replacement of the existing 
section 114 of the Income-tax Act by section 80T in the new Chapter 
VIA, proposed under item 13. 

Item 19 of the Third Schedule seeks to amend sub-section (3) of 
section 197. This amendment is consequential to the replacement of 
the existing sections 84 and 85 of the Income-tax Act by sections 
COJ and 80K, respectively, in the new Chapter VIA, under item 13 
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Item 30 oj the Third Schedule seeks to amend section 236 of the 
Income-tax Act. The amendment proposed to be made by clauses (a) 
and (c) are consequential to the substitution of the existing Chapter 
VIA of the Act by a new Chapter by item 13. 

The amendment pi'opo.sed to be made by clause (b) is conse¬ 
quential to the replacement of the existing section 88 of the Income- 
tax Act by the proposed section 80G in new Chapter VIA, under 
item 13. 

Item 21 of the Third Schedule seeks to amend the definition of 
‘adjusted total income’ in section 280B(1) of the Income-tax Act. 
Under the amendetl definition, no annuity deposit will be required 
to bo made in respect of the depositor’s income arising in a foreign 
country the laws of which prohibit or restrict the remittance of 
money to India. This provision will apply for the purpose of com¬ 
puting the annuity deposit to be rnade during the financial year 

1967- 68 in relation to income assessable for the assessment year 

1968- 69, and for the following years. 

Item 22 of the Third Schedule seeks to amend section 280X of 
Income-ta < Act. The amendment proposed to be made by clauses (a) 
the annuity deposit will not be chargeable in a case where (a) the 
depositor i.s more than sixty years of age on the last day of the 
relevant previous year, as against seventy years under the present 
law: (b) the annuity deposit required to be made does not exceed 
Rs. 100; or (c) the deficiency in the deposit actually made is not 
more than ten per cent, of the deposit required to be made, or one 
hundred rupees, whichever is higher. These provisions will apply 
in relation to annuity deposit to be made during the financial year 

1967- 68 in respect of income a.ssessablc for the assessment vear 

1968- 69. 

Item 23 of the Third Schedule seeks to amend section 295 of the 
Income-tax Act. This amendment is consequential to the omission 
of section 87 of the Act by item 15 and the replacement of section 
80A by section 80C in the new Chapter VIA by item 13, 

Item 24 of the Third Schedule seeks to amend rule 7 of Part A 
of the Fourth Schedule to the Income-tax Act, This amendment is 
consequential to the replacement of section 80A by new section 80C 
by item 13, and the omission of section 87 by item 15. 

Item 25 of the Third Schedule seeks to amend the Fifth Schedule 
to the Income-tax Act. The amendment is consequential to the pro¬ 
posed amendment of section 33(1) of the Income-tax Act by item 3, 
and the insertion of a definition of ‘priority industry’ in the new 
section 80B(7) of the proposed Chapter VIA under item 13, 

Claune 34 seeks to make certain amendments in the Wc-alth-tax 
Act, 1957. 
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Sub-clause (a) seeks to insert, retrospectively, a new sub- 
clause (iia) in clause (h) of section 2 of the Wealth-tax Act. The 
effect of the new sub-clause (iia) is to empower the Central Gov¬ 
ernment to declare, by general or special order, any corporation 
established by or under a Central, State or Provincial Act as a 
‘company’ for the purposes of the Wealth-tax Act. The object 
of the proposed amendment is to secure that any statutory cor¬ 
poration which is declared by the Central Government to be a 
company will be subjected to wealth-tax for assessment years 
up to and including the assessment year 1959-60 at the lower rate 
of wealth-tax applicable to companies, and exempted from 
uealth-tax for subsequent assessment years, in the same manner 
as companies formed and registered under the Companies Act, 
1956. 

Sub-clauses (b) to (<j) seek to amend certain provisions of 
the Wealth-lax Act relating to jurisdiction of Wealth-tax authori¬ 
ties, to bring these in. line with the provisions of the Income-tax 
Act relating to jurisdiction of Income-tax authorities as proposed 
to be amended by clause 27 of the Bill, with a view to facilitat¬ 
ing the organisation of work in relation to wealth-tax assess¬ 
ments on functional basis. 


Sab-clairsc (b) seeks to insert a proviso in section 8 of the 
Wealth-tax Act. Under the proviso, it will bo open to the Com¬ 
missioner of Wealth-tax or the Inspecting Assistant Commis¬ 
sioner of Wealth-tax authorised, by him in this behalf, by general 
or special orfler in writing, to distribute and allocate the work 
on functional basis among two or more Wealth-tax Officers hav¬ 
ing concurrent jurisdiction in respect of any individual, Hindu 
undivided family or company. 

Suh-claiLse (c) seek.s to inseit two new sections 8A and SB jn 
replacement of the existing section 8A of the Wealth-tax Act. 
Under new .section 8A, it will be open to the Commissioner of 
Wealth-tax to direct, by general or special order, that specific 
functions vested in the Wealth-tax Officer by or under the 
Wealth-tax Act shall be performed by an Inspector of Wealth- 
tax or any member of the ministerial staff subordinate to the 
Commissioner or other lower Wealth-tax authorities, in resped 
of any specified area or cases or classes of cases or persons or 
classes of persons, subject to such conditions, restrictions or 
limitations as may be specified by him in the order. However, 
the Commissioner may not as.sign to the Inspector of Wealth-tax 
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or any member of fhe ministerial staff certain important func¬ 
tions of the Wealth-tax Officer such as making of assessments, re¬ 
opening of assessments in cases of escapement of wealth, levy of 
penalty, etc. unless the Board, by general or special order in 
svriting, authorises him to do so. 

The new section flB authorises the Commissioner or the 
Board to transfer any case from any Wealth-tax Officer or 
■Wealth-tax Officers to any other Wealth-tax Officer or Wealth- 
lax Officers after following the procedure laid down in this 
behalf under the existing law. The section further provides that 
where any such case has been transferred to two or more 
Wealth-tax Officers, the Board or the Commissioner or the 
Inspecting Assistant Commissioner authorised by him in this 
behalf may, by general or special order in writing, distribute 
and allocate the work in such case on functional basis among 
the Wealth-tax O.ficers to whom the case has been transferred. 

Suh-clau&c (d) seeks to amend section 10 of the Wealth-tax 
Act, Under section 10, as amended, it will be open to the Board 
to distribute and allocate the woik on functional basis to two or 
more Commissioners of Wealth-tax having concurrent jurisdic¬ 
tion over the same area or persons or classes of persons. 

Svh-clause (e) seeks to amend section 11 of the Wealth-tax 
Act. Under section 11, as amended, it will be open to the Com¬ 
missioner of Wealth-tax, by general or special order in writing, to 
distribute and allocate the work on functional ba.sis among two 
or more Inspecting Assistant Commissioners of Wealth-tax 
having concurrent .jurisdiction over the same area or persons or 
classes of persons 

Svh-clavfie (f) seeks to substitute a new section for section 
llA of the Wealth-tax Act. The new section llA provides that 
an Inspector of Wealth-lax shall perform such functions in the 
execution of the Wealth-tax Act as are assigned to him by the 
Commissioner by an order made under section flA(l) [as pro¬ 
posed to be inserted by sub-clause (c)] or otherwise or by any 
other Wealth-tax authority under whom he is appointed to work. 

Svh-clauFe (g) seeks to insert a new section IIB after sec¬ 
tion 1]A of the Wealth-lax Act. The new section IIB provides, 
in substance, that in a case where two or more Wealth-tax Offi- 
cer.s have concurrent jurisdiction over an a.ssessee, the Wcnllh- 
tax Officer to wlmm a particular function or functions have been 
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assigned by the Board or, as the case may be, the Commissioner 
or the Inspecting Assistant Commissioner of Wealth-tax shall be 
the Wealth-tax Officer empowered to perform such function or 
functions in relation to that asscssee. 

ClauKc 35 seeks to make certain amendments in the Gift-tax 
Act, 1958. 

Sub-clauses (a) to (f) seek to amend the provisions in the 
Gift-tax Act relating to jurisdiction of Gift-tax Officers, with a 
view to bringing them in line with the provisions in the Income- 
tax Act in the matter relating to jurisdiction of Income-tax 
authorities as proposed to be amended by clause 27 of the Bill, 
for the purpose of facilitating the organisation of work under 
the Gift-tax Act on functional basis. 

Sub-clause (a) seeks to insert a proviso in section 7 of the 
Gift-tax Act, Under the proviso, it will be open to the Commis¬ 
sioner of Gift-tax or the Inspecting Assistant Commissioner of 
Gift-tax authorised by him in this behalf, by general or special 
order in writing, to distribute and allocate the work on func¬ 
tional basis amongst two or more Gift-tax Officers having concur¬ 
rent jurisdiction over the same person. 

Sub-clause (b) seeks to substitute two new sections 7A and 
7B in replacement of the existing section 7A of the Gift-tax Act. 
Under the new section 7A, it will be open to the Commissioner of 
Gift-tax to direct, by general or special order, that specific func¬ 
tions vested in the Gift-tax Officer by or under the Gift-tax Act 
shall be performed by an Inspector of Gift-tax or any member of 
the ministerial staff subordinate to the Commissioner or other 
lower Gift-tax authorities, in respect of any specified area or 
cases or class of cases or persons or class of persons, subject to 
such conditions, restrictions or limitations as may be specified by 
him in the order. However, the Commissioner may not assign 
to the Inspector of Gift-tax or any member of the ministerial 
staff certain important functions of the Gift-tax Officer such as 
making of assessments, reopening of assessments in cases of 
escapement, levy of penalty, etc., unless the Board, by general 
or special order, authorises him to do so. 

The new section 7B authorises the Commissioner or the 
Board to transfer any case from any Gift-tax Officer or Gift-tax 
Officers to any other Gift-tax Officer or Gift-tax Officers after 
following the procedure laid down in this behalf under the 
existing law. The section further provides that where any case 
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nas been so transferred to two or more Gift-tax Officers, the 
Board or the Commissioner or any Inspecting Assistant Com¬ 
missioner of Gift-tax authorised by him in this behalf may, by 
general or special order in writing, distribute and allocate the 
work in such case on functional basis among the Gift-tax Offi¬ 
cers to whom the case has been transferred. 

Suh-clause (c) seeks to amend section 9 of the Gift-tax Act. 
Under section 9, as amended, it will be open to the Board to 
distribute and allocate the work on functional basis amongst two 
or more Commissioners of Gift-tax having concurrent jurisdic¬ 
tion over the same area or persons or classes of persons. 

Sub-clause (d) se^^ks to amend section 10 of the Gift-tax Act. 
Under section 10, as amended, it will be open to the Commis- 
sionej-, by general or special order in writing, to distribute and 
allocate the work on functional basis among two or more Ins¬ 
pecting Assistant Commissioners of Gift-tax having concurrent 
jurisdiction over the same area or persons or classes of persons. 

Sub-clause (e) seeks to substitute a new section 11 for the 
existing section 11 of the Gift-tax Act. Section 11, as substi¬ 
tuted, provides that any Inspector of Gift-tax shall perform 
such functions in the execution of the Gift-tax Act as are assign¬ 
ed to him by the Commissioner by an order made under new 
section 7A(1) [propo.sed to be inserted by sub-clause (b)] or 
otherwise or by any other Gift-tax authority under whom he is 
appointed to work. 

Sub-clause (f) seeks to re-numt>er the existing section llA 
as section IIB and to insert a new section llA in the Gift-tax 
Act. The new section llA provides, in substance, that in a case 
where two or more Gift-tax Officers have concurrent jurisdic¬ 
tion over an assessee, the Gift-tax Officer to whom a particular 
function or functions have been assigned by the Board or, as the 
case may be, the Commissioner or the Inspecting Assistant 
Commissioner of Gift-tax, shall be the Gift-tax Officer empower¬ 
ed to perform such function or functions in relation to that 
assessee. 

Sub-clause (g) seeks to amend section 45 of the Gift-tax Act 
by inserting a new clause (da) in that section. The effect of this 
amendment will be that no gift-tax will be chargeable on the 
transfer of assets, in a scheme of amalgamation, by a closely- 
held company to any Indian company. For the purposes of this 
provision, the term ‘amalgamation’ shall have the same mean- 
me as in clause (lA) of section 2 of the Income-tax Act, pro¬ 
posed to be inserted by clause 4(a) of the BUI. 
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Clause 36 seeks to make certain aniendiijenu in the Compames 
(Protlts) Surtax Act, 1964. 

Sub-clause (.a) seeks to amend -cction 3(1) of the said Act 
so as to include an Inspector of Income-tax in ihe category of 
Income-tax authorities authorised to periorm functions under 
the said Act. 

Sub-clause (b) seeks to amend section 18 of the Companies 
(Profits) Surtax Act which seeks to apply, for the purposes of 
that Act, certain provisions of the Income-tax Act. Under the 
amended section 18, the provisions of the Income-tax Act relat¬ 
ing to jurisdiction of Income-tax authorities, as proposed to be 
amended by clause 27 of the Bill, as well as the provisions of 
that Act relating to rounding off of income and tax, will be 
made applicable for the purposes of the Companies (Profits) 
Surtax Act. 

Clause 37 seeks to indicate the nature of duty against specified 
Items of the lirst Schedule to the Indian Tariff Act, 1934. 

Clause 38 seeks to levy up to the Slst March, 1968 a special duty 
of customs. 

Clause 3J seeks to provide ior levy of regulatory duties of customs 
up to the 15th May, 1968, on a flexible basis withm the specified 
ceilmg rates, ior rcguiatmg or bringing greater economy in unports. 

Clause 40 — 

Sub-clause (a) seeks to rafse the rate of duty on coffee; 

Suh-clzuse (b) seeks to raise the rates of duty on cigars and 
cneroots, 

Sub-clause (c) seeks to raise the rate of duty on motor 
spirit; 

Sub-clause (d) seeks to raise the rate of duty on petroleum 
products, not otherwise specilied; 

Sub-clause (e) seeks to raise the rate of duty on artificial 
synthetic resms and plastic materials, and articles thereof; 

Sub-clause (f) seeks to levy excise duty on rubber piping, 
tubing and belling, 

Sub-Clause (gf) seeks to raise the rate of duty on rayon and 
aynihetic fibres and yarn; 

Sub-clause (h) seeks to raise the rates of duty on cotton 
twist, yam and thread, all sorts; 
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$!iih-rlavrp to raise the rates of duty on jute 

manufoeture*!: 

Swh-c7f77/te (j) seeks to raise the rates of duty on aluminium 
In various fomos 

Clause 41 seeks to continue up to the ?tst March the exlstinff 
special duties of excise 

4? seek*; to promde for ie\ev of roculntorv duties of excise 
un +0 the 1’^th ATsv on a flexihie h'^'^is ■'’'d+otu tua •^Tieclfled 

ceilinp rate, for rc'UiIating or bringiuc^ greater economy in 
consumption. 

Clause 4? ■=ep'''q to amend the F^mt s‘r>hp^’dp to tt^rt Indian Post 
Office Act, with a to ’’rcreasing the postage rates for 

Reei'jtered Ncwsum^cm and iia’'cpls 

r'Inuse 41 pepkc- tn ‘"uh''tit''te -> new section for the exi^tiny section 
30 oi the Deposit ipcu’‘anm Cornoeiiinn Act met Tl"- etTysiet p-s fhiij 
amendment vdP be tha*- the Denesit Insuranep I’o’-noraik n w’l’ be 
exempted from tax on its income fo’- a ku-thc" period of Pur •’cenunt- 
Inp vears from its accounting yca>- commencing on the 1st January 
19fl7 

Clatfsc 41 cepks to give retrospeettyp effect +p pertain amendments 
made in tkp Unit Trus'- of India Act lORS hv the link Trust of India 
fAmendment! Act Iffifi The effect of this provis’cn ^yill be that 
the Unit Tmst will not be liable to su’'tav on Ito inoomp a^d. like¬ 
wise, instittitlons con+ributinn to the Initial canital oT the Trust will 
not be liable to surtax on the income dorivod by them from the Trust, 
for the assessment veam 1P64-P5 onwards 

Clause 46 seeks to make a pro-^dsion for resolving certain diffi¬ 
culties arising in the operation of the voluntary disclosure scheme 
under section 63 of the Finance Act, 1965. 

Suh-rlause (a) seeks to secure that where the whole or a 
part of the tax due from a declarant under section 68 of the 
Finance A ct, 1965 has not been paid by him within the specified 
period of six months from the date of the declaration, the tax 
so outstanding will be treated as tax due from the declarant 
under the provisions of the Income-tax Act on the date follow¬ 
ing the expiry of the said period, and all the provisions of that 
Act relating to collection and recovery of taxes will applv 
accordingly The time-limit for the purpose of initiating pro¬ 
ceedings for the recovery of the outstanding tax will be extended 
In such cases by one vesr beyond the existing time-limit 
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Sub-clause (b) seeks to provide that where the tax due 
under section 68 of the Finance Act, 1066 has been paid by the 
declarant in full after the expiry of the above-mentioned six- 
month period or has been recovered from him under the provi¬ 
sions of sub-clause (a) mentioned above, the tax so paid or re¬ 
covered shall be deemed to be ‘tax paid’ for the purpose of sec¬ 
tion 68 of the Finance Act, 1965, and, accordingly, the declarant 
will be entitled to Immunity from being assessed to tax, on the 
income declared by him, under the provisions of the Income-tax 
Act. 

Clause 47 seeks to repeal sections 2 and 3 of the Finance Act, 1067 
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FINANCIAL MEMORANDUM 
Income-tax and other Direct Taxes 

The provisions contained in clauses 27, 34. 35 and 36 of the Fin¬ 
ance (No. 2) Bill, 1967 are designed to facilitate reorganisation of 
the work in the Income-tax Department on the functional basis 
with a view to speeding up assessments and expediting collection 
of revenue and generally increasing the efficiency of the Depart¬ 
ment. It is proposed to introduce the functional sj ^tem of working, 
during the financial year 1967-68, in Income-tax ranges accounting for 
50-60 per cent, of the total income-tax revenue. While the re-organi¬ 
sation is not, for the present, expected to entail any Increase in the 
strength of officers and staff in tb® field offices, it is considered 
necessary to set up a small unit at headquarters for assisting the 
field officers in the introduction of he functional system of working. 
This unit will also devise schemes for Introducing simplified pro¬ 
cedures in other Income-tax Offices and will further function as a 
planning cell for the Department. Some expenditure will also be 
incurred on the hiring of office buildings where necessary, and also 
on acquiring furniture, including steel almirahs and racks, for cen¬ 
tralised record rooms in the Income-tax ranges organised on the 
functional system. 

The expenditure on the setting up of the unit at headquarters 
as stated above and on hiring of office buildings, acquiring furniture, 
etc., for the field offices for the financial year 1967-68 is estimated 
at Rs. 2,30,000 as indicated herelnbelow. 


Anmit] Colt dortiig 
imohumiiti 1967-^ 

(for 9 moodu) 


A. Rtcmring Bxptti 4 ltiir* 


T. Qffk*n~ 

CoounlwiciMn of Income-tu 
Aiihtant CofnmiiikMMn . 
SicdoB Oflktr , 

n. 5(a0t- 

Stmogitphon . 

Anbont 

Lowtr DiTlikn OMk 



Ri. 

Ri. 

s 

2 X 29,700 

44.550 

s 

a X 19.330 

29JOXi 

I 

I X 6,tfotf 

4.955 


4 

4 X 4430 

13440 

f 

* X 4.430 

3.315 

I 

I X ajjo 

t. 9 f 3 
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Annual 

Cost during 


emohimcnts 

1967-68 



(for 9 monttai) 


Ill, Inddtntdl txpttiui-— R*. 

Incidental exponaes including CIbm tV ] 

siaff ■ jjjooo 


rV. Hiriiij of builSMgt 

^50,000,, 

1,77.018 

B. Non-r»curring ExptnSturi 

Purnituie including tteel tlmiiaht'and 
tack* . - • - 4 ^ 


Totai. 


50.a» 
a,a7/)r8 
or *ay Ri. 2,30,000 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

Clause 2(4)(d), clause 24, clause 25, clause 30(6), clause 30(8) and 
clause 33 read with item 13 of the Third Schedule empower the 
Board to make rules in relation to the matters specified therein. 
The matters in respect of which such rules may be made include, 
inter alia, the computation of the amount of any profits and gains 
derived by an assessee from the export of any goods or merchandise 
out of India in respect of which he may claim deduction frqm tax, 
the computation of capital for the purposes of the ‘tax holiday’ 
concession, the particulars to be furnished in the certificate given by 
the person responsible for deducting tax at source from brokerage, 
commission, etc., the form of return to be filed by any such person 
who does not deduct tax at source from brokerage, commission, 
etc., and the authority for the purpose of certifying the percentage 
of displaced persons and repatriates employed in an industrial 
undertaking for the purposes of the deduction under the proposed 
section 80H under item 13 of the Third Schedule, etc. The matters 
in respect of which rules may be made are those of procedure and 
detail. Therefore, the delegation of legislative power is of a normal 
character. 


S. L. SHAKDHER, 
Secretary. 
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